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How not to please your typists 


MANY AN EMPLOYER thinks he is doing his typists a favor by purchasing new type- 
writers for them. 

He isn't—unless each gitl happens to be getting the make of her choice. 

For today’s up-and-coming young career woman wants and deserves a voice in the selection of 
her typewriter. She alone knows what make suits her style of typing best, enables her to do 
better work for you—and do it faster. 

So, if it’s new-typewriter time in your office, let your typists decide. You'll be the winner in 
increased loyalty and respect from a happier more efficient force. 

Have we a se/fish motive in making this plea for your typists? Of course! If they are graduates 
of modern business schools, they probably learned on a Royal, leading choice in over 20,000 
schools. They probably know that a Royal stands up longer, is faster and easier to operate (the 
all-time speed record was made on a Royal). Finally, it’s just natural that they should prefer 
to use the finest quality machine made. And that, in the opinion of most typists, is the Royal. 


Do your typists this favor. It costs you nothing. Phone your local Royal office—we’'re so confident of Royal's 
superiority that we'll gladly put a new Royal in your office for a free ‘‘desk test.’’ Compare the machine with 
any other make—we' re certain you'll find that a Royal will save your girls time and effort, will mean better work, 
will give you more typewriter for your money. Here are a few reasons why: 


Easier to operate. Whether her touch is light or heavy, a simple twist of Royal's Touch Control* dial will 
adjust the keyboard to her exact pressure. Less finger tension! To change margin stops, just flick the MAGIC* 
margin lever, and click—it’s set! Changing ribbons, too, is only a matter of moments on a Royal. No messy 
fingers! 


Easier on nerves and eyes. No flashing type bars to blur the eyes. On the Royal, they flash unseen. Nor does 
the carriage clatter and jump when the shift key is struck. The Royal has a quiet, locked, bob-less shift. Fin- 
ger-comfort keys save broken fingernails. While Royal’s no-glare finish eliminates dancing light reflections, 
saves eyestrain. 


ROYAL worto’s numeer 1 TYPEWRITER 


rks Reg. U.S. P 
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CUTS K PATH THROUGH 
DETAIL ! 


All of us have been too patient with 
the time waste, and the inaccuracy 
of the usual methods for handling 
/ accounting and paper work. 


/ Figures are no good unless they’re 
Y fresh and accurate. Ditto one-writing methods get 
fresh, accurate answers! Ditto one-writing meth- 
ods are the natural response of business to the 
too-complex, repetitive systems in vogue. They 
are a revelation to executives who are charged 
with responsibility for payroll, inventory, 
accounting—they are a route to speed, accuracy 
and personal effectiveness. 


Send coupon for fascinating booklets, ““The 
New Trend in Accounting,” and “Copies, Their 
Place in Business’’—a profitable move for any 
executive! 


DITTO, Inc. 
615 S. Oakley Blvd., Chicago 


Gentlemen: Without obligation please send me: 

( ) New D-44 Data 

( ) “Copies—Their Place in Business” 

( ) “A New Trend in Accounting—Order-Billing” 
( ) Arrange a Ditto demonstration for me 
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FLEXIBILITY 


In addition to its regular enrollment of be- 
ginner students of accounting our institution 
is today training many men holding executive 
and semi-executive positions with large cor- 
porations. We are also providing staff-train- 
ing for the members of numerous important 
public accounting firms. We are serving many 
individual accountants whose daily work is so 
pressing that it prevents them from keeping 
up with the great mass of printed material 
bearing upon new tendencies in accounting. 
An increasingly large number of men with 
college degrees or with years of practical ex- 


perience behind them are turning to the I.A.S. 


home-study plan, finding it a natural, logical, 
and simple method of training in phases of 
accounting not previously studied or for brush- 
ing up, from the modern viewpoint, on subjects 
once learned but now half-forgotten. The re- 
markable flexibility of I.A.S. training makes 
it possible for the subscriber to select a study 
program exactly fitted to his individual needs, 
with no waste of time on subjects in which he 
isnot interested. Descriptive literature is avail- 
able, without cost or obligation, for distribution 
to those in your organization who would like 
information regarding J.A.S. training for be- 


ginners or for experienced accountants. 


INTERNATIONAL ACCOUNTANTS SOCIEBTY, Inc. 


A Correspondence School Since 1903 
3411 SOUTH MICHIGAN AVENUE 
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MEETINGS 
OF CONTROLS 


February 
February 4—Buffalo, Twin 
Cities 
February 5—Connecticut 
February 6—Philadelphia 
February 10—Kansas City 


February 11—Cincinnati, Cleve- 
land, Milwaukee 


February 12—Baltimore, De- 
troit 


February 13—Dayton 
February 17—Syracuse 


February 20—Los Angeles, New 
York City, San Francisco 


February 24—Chicago, Pitts- 
burgh, St. Louis 


February 25—District of Colum- 
bia, New England 


February 26—Indianapolis, 
Rochester 


March 
March 4—Buffalo, Twin Cities 


March 5—Connecticut 


March 6—Philadelphia 


| March 10—Kansas City 


March 11—Cincinnati, Cleve- 
land, Milwaukee 


March 12—Detroit 
March 13—Dayton 
March 17—Syracuse 
March 19—Baltimore 


March 20—Los Angeles, New 
York City, San Francisco 

March 24—Chicago, St. Louis 

March 25—District of Columbia, 
New England 

March 26—Indianapolis, Roches- 
ter 

March 31—Pittsburgh 


NOTE: The above are the scheduled 
dates. Some changes may be made. 














Franzy Eakin has been attract- 


ing attention for several years by 
his writings concerning the na- 
tional economy. This publication 
has had the privilege of printing 
several of them, and presents 
another in this issue, which dis- 
cusses the expansion that must 
be made in our economy if all the 
needs of aid, defense, and living 
on the scale to which we have be- 
come accustomed—even that of 
the past eight years—are to be 
met. 

Who is Mr. Eakin? He is vice- 
president and controller of A. E. 
Staley Manufacturing Company, 
of Decatur, Illinois. He is a writer 
on economic subjects, including 
economic statistics. He collabo- 
rated, four years ago, with Profes- 
sor Frank G. Dickinson of the 
University of Illinois, in a special 
study in that field. 

Some interesting phases of the 
general subject of war contracts, 
and of methods of financing emer- 
gency defense plants, are de- 
scribed in this number by Dr. 
Herbert F. Taggart. His material 
will be useful to hundreds of con- 
trollers. 

Mr. Henry C. Perry tells what 
he believes the respective zones 
of operation of the controller and 
of the public accountant should 
be, making the point that a ‘post 
mortem” audit should not be in- 
flexible. He points out that both 
groups should remember that 
“their eggs lie reasonably close 
together in the basket of man- 
agement’s favor,’’ and adds that 
there is a demand for coordinated 
action and a reduction of audit- 
ing expense. Interesting reading. 


In fact, the issue is full of it. 





Other Recent Publications 


| CONTROLLERS 
_ INSTITUTE OF AMERICA 


| “War Problems of Business As the 
| Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 

1940 72 Pages $1.25 


“Suggestions for Improvement in the 
Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with 
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October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 
Manufacturing Companies.” A re- 
port of a Conference of Control- 
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“The Controller” 
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Duties of Controller 
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tion by The Controllers Institute of 
America, of the duties of a control- 
ler. 


Sent free upon request. 
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Liditortal Comment 


SUGGESTION—it was hardly a request—was 

made to members of The Controllers Institute of 
America under date of January 30, by The Institute’s 
Committee on Cooperation with the Treasury De- 
partment, that companies whose controllers are 
members of The Institute, make their views known 
at once to their representatives in Congress, with 
respect to amending the Excess Profits Tax Act of 
1940. If sufficient interest is shown by business con- 
cerns there is a possibility that amendments of the 
Act may be made before the 1940 returns are due, to 
correct some of its most glaring deficiencies. 

In a printed, four-page message to members of 
The Institute the Committee discusses the suggested 
retroactive Amendments, and points out that it still 
is possible to stir Congress into action if sufficient 
interest is shown by taxpayers. The message calls 
attention to the fact that Congress and the Treasury 
Department realized when the Act was approved 
“that some corrections to be effective for 1940 re- 
turns would be highly desirable or even necessary.” 

The Controllers Institute of America presented a 
carefully prepared and effective set of recommenda- 
tions to the committees of the Senate and of the 
House, concerning the provisions of the proposed 
measure when it was before Congress. The Institute’s 
Committee states that it may be able to arrange for 
an informal conference with Treasury Department 
officials in the near future, but adds that there may 
not be an opportunity to make further recommenda- 
tions to Congress before the 1940 returns must be 
filed. 

The next move, if any impression is to be made on 
Congress, must be made by the taxpayers themselves, 
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in the form of communications to their representa- 
tives, The Institute’s committee points out. It is a 
simple program of action. The amendments which 
seem most necessary were described in detail in the 
message to members of The Institute. They are re- 
produced on pages 60 and 61 of this issue of “The 
Controller.” A copy of the complete message sent to 
Institute members will be sent upon request to any 
who write or telegraph. There are few subjects of 
greater importance to business than this one. 


— of certain rules of Regulation 
S-X, designed to “correct certain defects dis- 
closed by the Commission’s studies of accountants’ 
certificates,” have been announced by the Securities 
and Exchange Commission. They are dated February 
5, 1941, and time and space limitations prevent de- 
tailed discussion of the amendments in this issue of 
“The Controller,” or publication of the amendments 
in full. 

Briefly, the revised rules require an accountant to 
disclose the nature of his audit and to “give a rea- 
sonably comprehensive description of the scope.” 
The accountant also must disclose whether any 
normal auditing procedures were omitted, and why. 

There must be disclosure, too, whether any sig- 
nificant retroactive adjustment of the accounts of 
prior years was made at the beginning of the period 
covered, and whether such adjustment substantially 
affected proper comparison with the preceding fiscal 
period. 

These are material alterations of accountants’ cer- 
tificates, or reports, as they are now termed, and con- 
stitute a sweeping change in practice. 











The Controller, 


— there was not what might be 
termed a widespread adoption by business con- 
cerns of the privilege of using the last-in, first-out 
method of valuing inventories for revenue purposes, 
during 1940, in the revenue returns covering 1939. 
Provision had been made for use of that method in 
the returns filed in 1940. The procedure set up was 
to apply to the Commissioner of Internal Revenue 
for permission to use that method. The number of 
firms which made application was not large. The 
comparative stability of commodity prices is prob- 
ably the reason that more companies have not sought 
to avail themselves of the privilege of using the 
method which was given official sanction in 1939, of 
valuing inventories in such manner as to cushion the 
shock of wide fluctuations in prices of raw materials. 

One authority ventures the suggestion that the 
first year in which there is a substantial general rise 
in commodity prices will be the one in which “we 
shall see the greatest number of companies adopting 
this method.” 

It is possible for a corporation to disqualify itself 
in the earlier part of a year from using this method 
later. What steps must be taken in order to prevent 
such self-disqualification by a corporation will be 
discussed in the March number of this magazine. 


HIS is the year which will in all likelihood see 

some definite action taken with respect to the 
retention or the discarding of experience rating, in 
the unemployment compensation setup. A recent 
bulletin prepared by Mr. Hugo Kuechenmeister, 
chairman of the Social Security Committee of the 
Controllers’ Congress, makes the startling statement 
that: “Just because the laws of forty states and ter- 
ritories contain an experience rating section, this in 
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February, 1941 


itself is no assurance that the forty states will ever 
operate under this provision. The two large national 
labor organizations are on record, not only as op- 
posed to experience rating, but in favor of its im- 
mediate repeal by Congress”. 

Mr. Kuechenmeister is a member of The Control- 
lers Institute of America. He is contzoller of Ed. 
Schuster & Company, Inc., a department store in Mil- 
waukee. Business executives in Wisconsin are as 
well, if not better, posted on the fundamentals of the 
operation of unemployment compensation laws as 
any group of executives in the country, as Wisconsin 
was a pioneer in this phase of social legislation. 
What Mr. Kuechenmeister has to say concerning ex- 
perience rating should carry much weight, and 
should serve to put on guard those who wish to pre- 
serve its benefits. The bulletin which he prepared 
states further: 

“If experience rating is worth while and desirable, 
now is the time to lay the groundwork for the fight, 
which will unquestionably be made in 1941, (1) 
either to eliminate experience rating entirely, or (2) 
so to hamstring it by federal action as to make it in- 
effective”. 

Further: ‘The opponents forget that the regular- 
ization and the stabilization of employment were two 
of the objectives of the Unemployment Compensa- 
tion program. They were mentioned by the Presi- 
dent, provided for in the original Social Security Act 
and in the draft bills prepared by the Social Security 
Board. If good faith means anything today, it means 
that experience rating is entitled to a fair and im- 
partial trail. It is absolutely unfair for Congress to 
repeal experience rating without first seeing whether 
the various states can make it function”. 

The battle lines seem to have been drawn. Con- 
trollers will be deeply interested in the outcome. 
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For Controllers Only: A Realistic 


View of Production for Living and Defense, 
Aid, and If Necessary, War 


Last month in a brief article I stated 
that controllers know that the current 
expression of thought and trend of 
actions toward certain very fundamental 
and important issues are unsound. 

In this article I shall discuss one of 
these, which at the present time is be- 
ing considered from many points of 
view. Some constructive actions are 
being taken. But its solution is not ap- 
proached on the sound foundation a 
controller would use if a like problem 
were presented to him concerning a 
business enterprise as large as the to- 
tality of the business enterprises of 
our nation. 

This approach is startling when its 
implications are realized. Some would 
view it with alarm. They would think 
it meant a totalitarian approach and a 
dictator to rule with an iron-hand. 
Some would realize the truth: a coordi- 
nation of the activities of millions of 
workers in their hundreds of thousands 
of business enterprises so the people 
may freely and effectively produce the 
things they want for living and for 
defense or war. 

When this is understood all would 
applaud. It means a democratic cap- 
italistic system of national organiza- 
tion functioning effectively to serve 
its owners and masters—the people. 
These are not idealistic expressions of 
some Utopian concept. They are a clear 
statement of the facts which the people 
can accept and use if they will. 

This problem of maintaining and 
advancing our standards of living and 
producing arms and other defense and 
war materials, if presented as a private 
business problem to a controller, 
would be resolved into its fundamen- 
tals: 


What do we want to make? 
How much do we want? 


By Franzy Eakin 


What capacity do we have in man- 
power ? 

What capacity do we have in plants 
and tools? 

What capacity do we have in raw ma- 
terials ? 

How can manpower, plants and tools, 
and raw materials be coordinated ? 

How can settlements be made among 
the people and their business enter- 
prises so when this job is done there 
will be no inflation, depression, or 
tax burdens to create inequalities ? 


Our NATIONAL PROBLEM CAN BE 
BUDGETED 


These are not idle or hypothetical 
questions. They are the kind of ques- 
tions—in fact, some are the same ques- 
tions—a controller asks when he pre- 
pares a budget for the business enter- 
prise (group of people) with which 
he is associated. A budget is a plan of 
action; it states what, how, when the 
work of the business enterprise is to 
be done, and how financial settlements 
will be made among its customers, 
workers, owners, and government— 
i.e. sales, wages, dividends, taxes, in- 
ventories, and debts. Our national 
problem can be budgeted—a plan of 
action drawn to accomplish what the 
people desire. 

Now to our questions. Two condi- 
tions limit the scope and complete- 
ness of our answers—space for this 
article and available information. The 
quality of some of the information is 
poor. Therefore, it will be necessary 
to do as is done in similar circum- 
stances in private business—make an 
informed guess and then adjust as the 
facts develop in progress of the work. 


WHAT Do WE WANT To MAKE? 


In total we want two things: goods 
and services for living and goods and 
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services for defense, aid to Britain, and 
war if war comes. In detail these 
amount to hundreds of thousands of 
different things. The things for living 
are not all the same as for defense, 
aid, and war. This difference means 
that a larger proportion of the time 
and energies of some business enter- 
prises must be devoted to defense, aid, 
and war than to living. The converse 
is true as to other business enterprises. 
We want physical goods and human 
services. These are things we know 
how to produce. 


How MucH Do WE WanrtT? 


In a business enterprise we use two 
kinds of measurements—number of 
units and dollar values. The quality 
of the units may change from time to 
time, and the dollar values vary as the 
prices of the units change. But these 
two variations are recognized; there- 
fore, we proceed with certainty that 
we can control whatever situation de- 
velops. 

These conditions are true as to the 
national economy. We have two kinds 
of measurements. The physical units 
are expressed in the number of work- 
ers and the money or value units in 
dollars. These vary—the product of the 
worker, with changes in hours, meth- 
ods, skills, and attitude; the dollar 
values change with the changes in 
prices. But these variances need cause 
no confusion. We can recognize them, 
measure their effects, and proceed with 
assurance. 

In terms of money we produced about 
75 billions of goods and services in 
1940. Likely 10 per cent. or 7.5 bil- 
lions of this was devoted to various 
forms of defense and aid and supplies 
for direct war purposes. If we con- 
sider prices as constant, we probably 
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desire to have for living about 100 
billion and for defense and aid about 
30 billion a year. These amounts are 
informed guesses as to what we want. 
No one nor no group of people has 
tried to be realistic about this very 
fundamental matter. The above guesses 
are within a reasonable degree of ac- 
curacy. They are based on the probable 
meanings of many actions that have 
been taken. 

The total of 130 billion dollars is 
an increase of 80 per cent. over our 
probable 1940 production. If this 
should be impossible, then we can ad- 
just. If we say we can produce only 
85 billion in 1941 (this is a current 
guess), then we must scale down liv- 
ing or defense or both. If we give 15 
billion to defense, then we can have 
70 billion for living. But if we give 
20 billion for defense, we can have 
only 65 billion for living. Based on 
some such assumptions as these are the 
current expressions that our standards 
of living must be reduced. 

I believe we can produce the 130 
billion—possibly not in 1941 but cer- 
tainly in 1942. We can exceed a 100 
billion in 1941 if we become realistic 
within a few weeks. 


WuatT Capaciry Do WE HAVE IN 
MANPOWER ? 


In 1940 we used about 45 million 
workers. The records indicate they 
worked about 40 hours per week. Sev- 
eral estimates have been made concern- 
ing the effective rate of work. These 
range from less than 50 per cent. to 85 
per cent. or 90 per cent. Probably the 
national average is about 70 per cent. 

We have available about 53 million 
workers—some students say 55 million 
workers. These do not include many 
women, youths, and older men who in 
an emergency could be added to the 
labor force. But let us omit these and 
use the figures of 53 million workers, 
40 hours a week, and an effective rate 
of 70 per cent. and see the answer we 
secure concerning manpower capacity. 

Our 1940 production was 45 mil- 
lion, 40 hours, 70 per cent. effective. 
We accept this as a base and call it 
100 per cent. for comparison purposes. 


The Controller, February, 1941 


The answer works out like this: 


Pe 

Cent 

yr | ae) a”) a 100.0 
Increase from 45 million workers to 

S54 Mash “Ae «cS cs eh oe 17.7 


Increase the work week from 40 
hours for 45 million to 48 hours 
for 53 million adds .......... 23.5 
Increase the effective rate from 70 
per cent. of a practical average to 
90 per cent. of this average for 53 
million workers working 48 hours 
Si Wale < Geen cole shal tices 40.3 
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The answer is: Our manpower Ca- 
pacity is 181.5 per cent. of our 1940 
use of manpower. 

If we should use all available work- 
ers and increase the hours of work to 
equal Germany and drive everyone to 
the maximum possible speed, our pro- 
duction could be increased to 250 per 
cent. of the amount produced in 1940. 
But let us use the 181.5 per cent. of 
1940 as a reasonable and attainable 
measure of manpower capacity. In 
1940 we valued our national produc- 
tion at about 75 billion. This increased 
to 181.5 per cent. amounts to 136 bil- 
lions, which is enough for the 100 bil- 
lion for living and more than 30 bil- 
lion for defense, aid, and war. 


WuaTt Capacity Do WE HAVE IN 
PLANTS AND TOOLS? 


The available information on this 
subject is not as reliable as is needed. 
In many industries we have more than 
enough, for instance—farming, coal- 
mining, retail stores. Some industries 
are about equal to what we need, for 
instance—railways, highways, commu- 
nications, textile and paper industries, 
most food industries, automobile man- 
ufacturing for passenger use, steel 
ingot. A few industries are less than 
we need, for instance—steel rolling 
and shapes, certain foods as milk, con- 
struction, ship-building. And a few 
industries must be built from nearly 
nothing to large industries, for in- 
stance—airplanes for fighters, bomb- 
ers, heavy tanks, large guns, and mu- 
nitions. 

The plants and tools we need are 
mostly in metal and its products, and 
chemical and allied products indus- 
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tries. The total cost of all the plants we 
now have in these industries is about 
15 billion dollars. We need to build 
more plants in these and other indus- 
tries which may cost about this amount. 
This represents 20 per cent. of one 
year’s production at the 1940 rate or 
11 per cent. of the rate we can pro- 
duce as computed above. Or again it 
represents 25 per cent. of the amount 
by which we can increase our yearly 
production. It appears reasonable to 
say that within less than a year we can 
build all the plants and tools we need 
for the use of our manpower when 
working most effectively. 


WHat Capacity Do WE HAVE IN 
Raw MATERIALS? 


There are shortages in some ma- 
terials and we do not have domestic 
sources for certain materials. Even 
though these facts are true, no student 
of these matters has suggested that we 
cannot secure all we need. So for our 
present purposes we shall proceed with 
assurance that we can secure all the 
raw materials needed for the goods and 
services we want to produce. 


How CAN MANPOWER, PLANTS AND 
TOOLS, AND RAW MATERIALS BE 
COORDINATED ? 


In our business enterprise we accom- 
plish this coordination by use of a few 
methods which are equally applicable 
to the totality of our economy. These 
include (a) information as to the prod- 
ucts to be manufactured, (b) time 
schedules, (c) knowledge of the rela- 
tion of each department and subde- 
partment to all others, (d) instructions 
as to method and assignment of work, 
and (e) training of the workers so 
that each may make an intelligent con- 
tribution to the work of the business 
enterprise. 

In past years our national economy 
has functioned best when the people 
had strong desires for goods and serv- 
ices and were working diligently to sup- 
ply their wants. At such times they 
were expanding their plants and in- 
creasing their standards of living. 

Today these same means of coordina- 
tion can be used. The people can use 
some agency (either governmental or 
private) to establish factual informa- 
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tion concerning the goods and services 
which are needed by the people. The 
people should make known their will 
respecting the matters of hours of work, 
wage rates, working conditions, rates 
of production (shall we use our best 
methods or shall we use slower meth- 
ods?), and the methods of settlement 
to be used. We can arrange our finan- 
cial settlements either for pay-as-we-go 
or for debts, which we may later pay 
with difficulty or repudiate. 

In more specific words, coordination 
of the national economy is exactly like 
coordination of the activities of any 
organization from a family to the fed- 
eral government. The job to be done 
must be known, the way to do it under- 
stood, and the will to do it expressed 
and enforced. In our national economy 
these actions can be accomplished by 
a dictator or by the people working 


through democratic government and _ 


freely functioning private business en- 
terprises. 


ANSWERS TO A FEW QUESTIONS 


A few questions can well be an- 
swered here. How about the shortage 
of skilled workers ? There are five ways 
to relieve such shortage. These are: 
(1) train more workers, (2) arrange 
the duties of highly skilled workers 
so that they can use one or more 
assistants to do the unskilled and semi- 
skilled portions of their work, (3) in- 
crease the hours of the present work- 
ers, (4) return to work many older 
skilled workers who are now retired 
or are assigned to lighter jobs, and 
(5) develop or invent new machines 
which can do some or all of certain 
kinds of skilled work. 

During the past year methods of 
training skilled workers have been de- 
veloped so that a few months’ and in 
some cases a few weeks’ training of 
properly qualified workers enable them 


The Controller, February, 1941 


workers. The problem of skilled work- 
ers can be solved when a sound ap- 
proach is made to it. 





putation points the way. For this com- 
putation let us state the facts as fol- 
lows: 


53 million people work and value work at................ 110 billion dollars 


The owners want dividends of....... 


Total value to the people........ 


How about moving workers from 
one locality to another or of trans- 
ferring them from one trade to an- 
other? When it is desirable to transfer 
workers or to retrain them, the same 
careful analytical approach to the so- 
lution as has been discussed herein 
will result in provision being made 
for removal and retraining being pro- 
vided. If a worker is needed at one 
place and is idle at his present loca- 
tion, then the lost manpower costs 
more by its non-use than it costs to 
move and reestablish the worker in a 
new location. The cost can be pro- 
rated among all of us as the increased 
work will benefit all. 

How about the time required to 
build new plant? The time required 
to build depends upon the number of 
workers, hours of the workers, number 
of shifts used, and related factors. The 
total cost of the plants needed suggests 
that if we carefully consider these fac- 
tors, we can build all the plants needed 
within one year and many of them 
within a few weeks. But, if we do not 
carefully program this work, we may 
be two or three years building a part 
of our needs and never build all we 
need. 


How CAN SETTLEMENTS BE MADE 
AMONG THE PEOPLE AND THEIR Bus- 
INESS ENTERPRISES SO WHEN THIS 
Jos Is DoNE THERE WiLL BE No 
INFLATION, DEPRESSION OR TAX 
BuRDENS To CREATE INEQUALITIES ? 


The answer is simple—pay as we 
go. And this is easy. A simple com- 





Se peapo nt kot Mia Deere 20 billion dollars 





Ee eR eee ET er 130 billion dollars 


The people want to use 20 per cent. 
of their production for defense, aid, 
and if necessary wat. 

Computation (all amounts in bil- 
lions of dollars) : 


(1) The people receive for their 
work and ownership...... $130.0 
(2) They pay in taxes an average 
rate of 12 per cent., which 
BIRO WONG BO cs 59: 25) sas cfs, 0122 15.6 





They pay the balance to their 
business enterprises for the 
80 per cent. of goods they 
want for living. << /.:./55)..0- 114.4 


(3 


— 





(4) Government collects from the 


people taxes of........... 15.6 
(5) Government collects from busi- 
MESS) taNeSHObsis-< ve oe sks 13.0 





(6) Government pays to business 
for 20 per cent. of the pro- 
AU CHON oie sis c:storscec'sin'e tin 28.6 








Business sells to government 20 

per cent. of its production for 28.6 
Business sells to the people 

80 per cent. of its production 

for (4 tumes 28:6) ............... 114.4 
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~ 
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~~ 





(9) Total sales of business...... 143.0 
(10) Business pays to govern- 

PRONE TAMES 6 c608 e551 13.0 
(11) Business pays to the peo- 

12) CS PRO eR ae eurRe 130.0 








(12) Total payments by busi- 


GOSS? ci alco trate leer 143.0 


All accounts are balanced. All set- 
tlements are made. To make this more 
clear yet, we arrange the computation 


in bookkeeping form: 











to perform many skilled jobs. Analysis (All amounts in billions of dollars) Business Government The People 

of some highly skilled jobs have dis- Debit Credit Debit Credit Debit Credit 

closed that as high as 85 per cent. of — 

the wack. ic unskilled or semi-skilled. Wages and dividends (or profits).... 130.0 ‘ais ie 130.0 
: EOC nak ede Le Ce Ra emt Kem eer 13.0 4 5 

Thus, one skilled worker can use as- catego eee eee 143.0 

sistants. A few plants have reem- EEE ee Eee 28.6 114.4 

ployed older workers and discovered eee Sere Se ee 

I Tene ea Ome e 143.0 143.0 28.6 28.6 130.0 130.0 


that these workers can do much of the 
work required and also train other 
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Four Ways of Financing Emergency 


When you talk about 28 billion dol- 
lars you are talking about something 
big. The United States Government 
is a remarkable institution. At Belts- 
ville, Maryland, the Department of 
Agriculture has an experimental farm 
where they are trying to develop a bee 
with a longer tongue. They also have 
an apparatus for measuring the heart- 
beat of a bug. Just a few miles away is 
an organization set up to supervise the 
spending of 28 billion dollars. This or- 
ganization is called the Office of Pro- 
duction Management. It is aided in 
its efforts by what is left of the Ad- 
visory Commission to the Council of 
National Defense, of whose Price Sta- 
bilization Division I am a part. 

I probably do not have to explain 
to you why concern is felt over the pos- 
sible effects of the defense program on 
prices. Experience during and after 
the last war is sufficient cause for con- 
cern. Our understanding of the eco- 
nomics of boom and bust has increased 
enormously since 1917. The pressure 
of 28 billion buyer’s dollars on the de- 
mand side of the market is bound to 
have some effect. And it is not merely 
the size of the fund—it is also the 
speed with which the money must be 
spent. Our fighting forces must have 
food and clothing, they must be 
housed, they must have the weapons 
and equipment in the use of which 
they are to be trained, and they must 
have all these things now. 


Must Limit IMPACT OF 
DEFENSE BILLIONS 


Further complicating the job of the 
Price Stabilization Division is the fact 
that practically all of the actions taken 
and policies pursued by the army, the 
navy, the other defense commissioners 
and the Office of Production Manage- 
ment are likely to be reflected in 
prices, either of commodities required 
by the government or of civilian goods, 


Defense Plants 


By Dr. Herbert F. Taggart 


or both. We must take account of the 
fact that the Army wants to locate 
plants where strategical purposes will 
best be served, and that Commissioner 
Hillman would like to see unem- 
ployed men and idle plants given pref- 
erence in defense orders. We must 
concern ourselves with the problems of 
preferences and priorities, with con- 
tract forms and procurement procedure, 
with taxation and government fiscal 
policies, and with the means by which 
defense suppliers plan to finance plant 
expansion. All of these matters have 
important bearings on our responsibil- 
ity for trying to see to it that prices 
are affected as little as may be by the 
expenditure of the defense billions. 

Of the many things which might be 
talked about I have chosen for detailed 
discussion certain problems which seem 
most likely to be of interest to this 
gathering. These are the problems of 
financing emergency plant facilities, 
the related subject of amortization, and 
the control of prices. 

Emergency defense plants may be 
financed in any one of four ways. Two 
of these were available during the last 
war, and two are new. The two old 
plans are, of course, strictly govern- 
ment ownership, and strictly private 
financing. For certain types of plants 
it seems obvious that the government 
should furnish the money, retain title, 
and either operate them itself or else 
employ private industry to operate 
them on an agency basis. This the gov- 
ernment is doing for a very consider- 
able number of projects. These include 
powder plants, T N T plants, shell 
loading plants, tank plants, and many 
others whose products are solely use- 
ful in war and which, presumably, the 
government will continue to maintain 
as standby capacity after the emergency 
is past. We had some such plants dur- 
ing the last war but, unfortunately, 
laboring under the delusion that the 
war to end wars had been a success, we 
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allowed most of these plants to go to 
ruin, or we tore them down, or sold 
them off. 

At the other extreme are plants 
which produce peace-time necessities 
as well as war-time requirements and 
which private industries are willing 
to invest in without any particular gov- 
ernment aid. The outstanding example 
of such plants are the new facilities of 
the Aluminum Company of America. 
In essentially the same class are cer- 
tain plants for which the only gov- 
ernment aid is an R F C loan, or 
perhaps only the operation of the 
amortization provisions of the Second 
Revenue Act of 1940, without any spe- 
cial reimbursement. 

The two newly invented methods of 
plant financing are the Emergency 
Plant Facilities Contract, developed by 
the Defense Commission, and the 
financing plan of the Defense Plant 
Corporation. 

The E P F contract was born of the 
union of two ideas. The first was that 
somehow the extraordinary costs of 
emergency plant should be gotten out 
of the price of the supplies purchased. 
It was recognized, of course, that the 
government would have to pay for 
such part of the value of the plants 
as was exhausted in the production 
of defense materials, but it was thought 
better to bring such paymeni out into 
the open and make it a separate bar- 
gain. The scheme might not actually 
reduce the cost of supplies, but it 
would simplify the obtaining of sup- 
plies at a price which included no 
plant charges after the cost of the 
plant had been fully returned to the 
contractor. 


HopeED TO ‘““UNFREEZE” PRIVATE 
CREDIT 


The second idea was that it was de- 
sirable to encourage the private financ- 
ing of defense facilities. The benefits 
of any method which can be devised 
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to unfreeze private credit and to get 
it working, even temporarily, in lieu 
of government loans can hardly be 
doubted. 

In this contract the contractor agrees 
to purchase, erect, or install specified 
new plant and equipment required for 
the production of supplies for the gov- 
ernment. The costs of such plant are 
to be kept track of and reported to the 
contracting officer of the government. 
The government, then, in sixty equal 
monthly payments, agrees to reimburse 
the contractor for all of his expendi- 
tures. The contract declares it to be the 
intention of the parties so to negotiate 
the price of supplies produced in such 
plants as to omit the element of plant 
depreciation from the cost of the sup- 
plies. 

The theory of these arrangements is 
that the contractor will be able to take 
such a contract to his banker and assign 
it as security for a loan to cover the 
cost of the facilities. The legal basis 
for this transaction is found in the As- 
signment of Claims Act, which Con- 
gress passed at the request of the De- 
fense Commission in order to make this 
arrangement possible. Payment of the 
cost is guaranteed by the government, 
regardless of the success or failure of 
the supplies contract, and without re- 
gard to the general credit of the con- 
tractor. Special termination clauses 
provide for a speedup of payments in 
case the emergency is terminated be- 
fore the end of five years, or in case 
the government ceases for any other 
reason to contract for supplies. By rea- 
son of these provisions this form of 
contract should be attractive to poten- 
tial lenders. This contract is equally 
available, however, to defense suppliers 
who want to finance their own expan- 
sion without resort to borrowing and 
who would welcome the assurance of 
knowing where the money to reim- 
burse their own treasuries was coming 
from. 


Wuat BECOMES OF EXCESS 
FACILITIES ? 


The contract deals also with the 
problem of the disposition of the facil- 
ities after the government has paid 
for them. When this has occurred, the 
government is entitled to whatever 
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value the plants may still possess. How- 
ever, the contract gives the option to 
the contractor to retain the facilities 
or any part of them at a figure com- 
puted by deducting from cost, depre- 
ciation for whatever period has elapsed 
at rates which are established as part 
of the original negotiation. Any facili- 
ties not so retained by the contractor 
are to be deeded to the government. 
The contractor is given first chance at 
leasing them, however, or at buying 
them at a negotiated price, and the con- 
tract gives the assurance, as far as le- 
gally possible, that the government will 
not use such acquired facilities for com- 
mercial purposes. 

Under the financing plan of the 
Defense Plant Corporation the plants 
belong to the government from the 
start and are leased to the contractor. 
At the conclusion of the emergency, 
however, the contractor has an option 
to buy at a specified price, very much 
as in the E P F contract. The Defense 
Plant Corporation is a subsidiary of the 
R F C and obtains its funds from the 
capacious pockets of its parent. Ulti- 
mately, of course, it is expected that 
repayment will come from the appro- 
ptiations available to the War and 
Navy Departments for the expansion 
of plant capacities. As in the case of 
the E P F contract, the contractor agrees 
to furnish his supplies to the govern- 
ment or to the government's contractor 


without including as a cost any depre- 
ciation on the plants which the gov- 


ernment is financing. 


FLEXIBLE LEASE COVERS VARYING 
CONDITIONS 


The D P C lease is a very flexible 
agreement. It is adapted either to the 
case in which the plant is to be used 
solely for supplies for the government, 
or for a government contractor, in 
which case the rental is $1 per year; 
or to the case in which the contractor 
plans to use the facilities for private, 
as well as public business. In the lat- 
ter event the rental is ordinarily based 
on the contractor's total sales, with 
gtaduated rates which are intended to 
be so set up that business with the 
Government pays little rent, while out- 
side business carries a full load. In 
the determination of the option price 
the rentals paid, if any, are taken into 
account. Also the total rentals to be 
paid are limited to the cost of the facil- 
ities plus interest at 4 per cent. 

Both of these methods of plant 
financing are in active use. It is re- 
ported that the D P C contracts now 
total something more than $300,000,- 
000, but I have no very good figures 
for the E P F contracts. Each has some 
obvious advantages over full and un- 
restricted government ownership, espe- 
cially in the case of plants which may 
be useful after the emergency is over 





controllers. 


the contract problems. 





Dr. Taggart presents in this paper information that will be 
most useful to controllers generally, whether or not their com- 
panies have war defense contracts. His description of the four 

__methods by which emergency defense plants may be financed is 
| enlightening; what he has to say about amortization also throws 
| light on many current problems raised by the defense effort. 

The three forms of certificates to which Dr. Taggart devotes 
a portion of this paper constitute ‘‘paper work”’ with which all 
controllers should familiarize themselves. Cost accounting will 
play a large part in making final adjustments with the govern- 
ment. As cost accountants are responsible to and work under 
the direction of controllers, this portion of his paper will receive 
careful reading. Price controls suggested by Dr. Taggart, and 
the substitutes for actual controls, are of prime importance to 


Dr. Taggart presented his paper before the New York City 
Control of The Controllers Institute of America, on January 23. 
His paper brought forth a volley of questions, in reply to which 
Dr. Taggart touched on many additional interesting phases of 
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but which would not be built now if 
it were not for the defense program. 
These contracts have been especially 
popular with aircraft producers, but 
are in use also by many other lines of 
industry. 

Needless to say I am not one of 
those who failed to sympathize with 
those potential defense suppliers who 
hesitated to plunge their capital into 
the uncertainties of government con- 
tracting without having a reasonably 
clear idea of what the Treasury De- 
partment proposed to do about the tax 
problems involved. Neither do I sub- 
scribe to the notion that the demand 
for a special amortization provision 
was just a scheme to defraud the gov- 
ernment. The amortization provisions 
in the Second Revenue Act of 1940 are 
designed to permit the defense con- 
tractor to carry out for tax purposes 
what good business policy dictates 
from an accounting and financial view- 
point. 


May SPREAD CosT OVER PERIOD 
OF ACTUAL USE 


The five-year period is as good a 
guess as anyone could make as to the 
length of the emergency. We were talk- 
ing in terms of four years in the early 
stages of thinking, about this provision, 
but in view of the flexibility permitted 
the five-year period seems reasonable. 
Flexibility is achieved in both direc- 
tions. If the actual emergency period 
proves to be shorter than five years, the 
taxpayer is permitted to file amended 
returns and adopt a more rapid amor- 
tization. If, on the other hand, it ap- 
pears after a time that the facilities 
are going to be useful for an extended 
term, the taxpayer will be able to aban- 
don his special amortization deduc- 
tions, adopt the remaining book value 
of the facilities as the basis, and con- 
serve his deductions by proceeding 
from that point forward on the ordi- 
nary depreciation rates. Finally, if this 
turns out to be a poor guess before the 
five years are up, he can revert to the 
amortization plan and spread the whole 
cost over the period of actual use. 

The benefits of the amortization pro- 
vision are not required, of course, by 
the contractor who is producing his 
supplies in plants owned by the gov- 
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ernment or by the Defense Plant Cor- 
poration. Neither depreciation nor 
amortization enters into his costs, and 
they do not find their way into his in- 
come tax return. Under the E P F 
contract the contractor presumably will 
have to utilize the amortization deduc- 
tion, since the money he receives from 
the government as reimbursement for 
plant costs will probably have to be 
included in gross income. The one 
item offsets the other. The contractor 
who finances his own plant without 
government assistance may want to 
take advantage of the amortization pro- 
vision, but if he is to do so he must 
qualify for a Certificate of Non-reim- 
bursement. Before I describe this doc- 
ument I should like to mention the two 
other certificates which have been 
evolved as part of the amortization 
machinery. 


THREE FORMS OF CERTIFICATE 


One of the interesting features of 
the amortization plan is the require- 
ment that the taxpayer, in order to take 
advantage of it, will have to secure a 
certificate that he is eligible, from 
either the War Department or the 
Navy Department, and the Defense 
Commission. This certificate is called 
a Certificate of Necessity and ma- 
chinery has been set up within the 
Departments and the Commission for 
granting such certificates. The most 
important requirement for a certificate 
is to make a convincing case that the 
facilities really are needed for the de- 
fense program. The applicant is re- 
quired to present reasonably detailed 
descriptions of the facilities which it 
is proposed to amortize, together with 
adequate statements of actual or esti- 
mated cost, in order that the Treasury 
Department may have something to 
work with when the returns are au- 
dited. 

The second certificate has an inter- 
esting history. As passed by the House, 
the tax bill appended to the amortiza- 
tion plan a provision to the effect that 
after the five-year period was past the 
owners of the facilities would be under 
obligation not to discard them or to 
adapt them for other uses without the 
consent of the government. This pro- 
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vision was objected to by industry, and 
that disapproval was echoed by the De- 
fense Commission. 

The only explanation of this remark- 
able provision seems to lie in a thor- 
oughgoing misunderstanding of the 
nature and effects of the amortization 
allowance. This misunderstanding was 
well expressed by newspaper writers in 
whose stories commonly appeared the 
statement that defense suppliers wanted 
to “recover the costs’’ of their special 
facilities through amortization charges, 
the implication being that by some 
mysterious process the deduction of 
amortization on tax returns would re- 
imburse the taxpayers for the money 
they had spent. If this were in fact 
true, a claim by the government for 
control over the disposition of the as- 
sets at the end of the amortization term 
would have had a substantial founda- 
tion. However, as you well know, the 
money to repay plant investments must 
come from customers, and not from 
deductions from taxable income, and 
the elimination of this provision from 
the final form of the bill is a fortunate 
development. 


PROTECTING GOVERNMENT'S 
INTEREST 


The Act as finally passed retains 
something of this idea in that the Army 
or Navy and the Defense Commission 
must certify that the government's in- 
terest in the amortized plants is prop- 
erly protected. Precisely what is meant 
by protecting the Government's inter- 
est the Congress did not make clear, 
but to take care of this requirement 
there have been devised two additional 
certificates, one or the other of which 
must be obtained along with the Cer- 
tificate of Necessity. 

One is called a Certificate of Gov- 
ernment Protection, and is devised to 
cover cases in which the contractor is 
being repaid for his facilities either 
directly through the operation of a 
separate contract, such as the E P F 
contract, or indirectly through the fact 
that the price of his supplies is ‘‘recog- 
nized by the contract as including a 
return of cost greater than the normal 
exhaustion, wear and tear.” Under 
these circumstances Congress thought 
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the government would have acquired a 
special interest in the plants in ques- 
tion, and wanted to make sure that that 
interest was protected. 

Where the E P F contract has been 
used, to the end that the government 
has paid in full for the plants, the 
justice of this contention is obvious, 
and the provision of the contract 
whereby if the contractor wants to re- 
tain the plants he must buy them back, 
is presumably sufficient government 
protection. In other cases, however, 
where payment for plants is not direct, 
but indirect, the contractor being un- 
able to convince the government that 
the price of his supplies includes only 
a normal return of the cost of the facil- 
ities, the nature of government protec- 
tion is still unclear. The exact require- 
ments of a certificate of government 
protection under those circumstances 
have not yet been fully determined. 


COMPLYING WITH CONGRESSIONAL 
MANDATE 


The other certificate is called a ‘‘Cer- 
tificate of Non-Reimbursement.” It is 
intended to cover cases in which the 
contractor has not been reimbursed for 
his plant and in which, therefore, the 
government has no special interest in 
the plants at the end of the emergency. 
In these cases the requirement is a 
certification that, in establishing the 
prices of the supplies produced in the 
emergency plant facilities, no more 
than normal allowances for deprecia- 
tion and obsolescence have been taken 
into account. You will recognize the 
many pitfalls which exist in this rea- 
soning and procedure, but it is the only 
device which has been developed to 
make these cases comply with the Con- 
gressional mandate. 

Many difficult questions have arisen 
in connection with these certifications. 
A thorough discussion of all of them 
would take all night. Many of them 
have been satisfactorily answered, and 
many more will probably receive an ar- 
bitrary solution, simply because the 
pressure of time will demand a solu- 
tion. A few typical questions will 
serve to indicate the complexities of 
the problems. 

For example, for purposes of a Cer- 
tificate of Necessity, what constitutes 
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necessity? Does necessity exist simply 
because the Army or the Navy wants 
to do business with a particular con- 
tractor, or must all other capacity of 
the industry be completely exhausted 
before a particular producer's proposed 
new facilities become necessary ? 

For purposes of the Certificate of 
Government Protection, what rate of 
depreciation should be allowed to be 
deducted from original cost of facili- 
ties in order to establish the price at 
which the contractor is entitled to buy 
them back from the government? If it 
is too high, the government’s interest 
will really not be protected. If it is 
too low, the government will have a 
lot of plants on its hands. 

For purposes of the Certificate of 
Non-Reimbursement, how is one to 
tell whether or not the price of prod- 
ucts contains ‘‘a return of cost greater 
than the normal exhaustion, wear and 
tear’? None of these questions seem 
capable of a ready answer, yet all of 
them and many more must be answered 
if the procedure for obtaining amorti- 
zation outlined in the law is going to 
be carried out. 


PRICES CONTROLLED BY FEAR OF 
PRICE CONTROL 


So much for plant financing and 
amortization. In the time remaining 
available I should like to discuss price 
control. It is to be hoped that, except 
in the event of war, nothing like thor- 
oughgoing price control will be at- 
tempted. As a matter of fact, the fear 
that something of that sort may be tried 
is one of the important sources of 
strength in the present situation. Such 
price control as was tried in the last 
war was no great success and, although 
we should try to avoid the mistakes 
that were made then, nobody wants to 
undertake to prove that we should do 
much better than our predecessors. 

By ‘“‘price control” I mean the for- 
mal establishment of fixed prices or 
maximum prices for specific goods. 
Many people feel that if war comes we 
should ‘‘freeze’’ all prices at what they 
were on a particular pre-war day, and 
then keep them there unless, in par- 
ticular cases, reasons could be adduced 
for raising them or lowering them. 


That, briefly, is the plan of Mr. Baruch, 
who headed the War Industries Board 
in the World War. Perhaps, if we get 
into the war, some drastic step of that 
sort will have to be attempted. 

Short of such a step however there 
are many devices which I have gener- 
ally called “‘price influencing,” as op- 
posed to “price control.” They are 
“methods short of control,” and many 
of them have been used, and more of 
them will be used before this emer- 
gency is over. Two broad divisions of 
these methods may be distinguished. 
One is a series of schemes for attack- 
ing price levels, or the economy as a 
whole, the effort not being aimed at 
any particular price or any particular 
commodity. 


DEEMPHASIZING DEMAND CHECKS 
PrIcE RISES 


Representative of plans of this sort 
are those which have been suggested 
by the Federal Reserve Board, the 
Brookings Institution, and others. The 
theory back of most of them is that 
undue rises in prices during a period 
of this sort are chiefly caused by ex- 
cessive stimulation of the demand side 
of the law of supply and demand. 
Measures aimed at deemphasizing de- 
mand are: financing the defense pro- 
gram by taxation, rather than by bor- 
rowing; issue of government bonds in 
denominations small enough so that the 
little investor can buy them, and at 
the same time developing a promo- 
tional program that will make the small 
investor want to buy them; elimination 
of the President’s power further to 
devalue the dollar; increasing reserve 
requirements for the banks, and many 
other similar schemes. 

Opponents of the more drastic of 
these suggestions point out that they 
are not needed until we attain some- 
thing like full employment, and that 
putting them into effect now would 
result in making it impossible to at- 
tain full employment, which, they 
point out, is perhaps the only item of 
benefit which may be hoped for out of 
the mess in which we find ourselves. 

Measures aimed at influencing the 
prices of individual commodities are 
vety numerous, and a number of them 
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have been used with more or less ef- 
fectiveness. One plan, concerning the 
desirability of which there can be lit- 
tle argument, is the running down of 
unfounded rumors of impending short- 
ages and of excessively high demand. 
Such rumors are sometimes carried only 
by underground telegraph, but occa- 
sionally they have appeared in the 
form of scare advertising. The Con- 
sumers’ Division has been acutely 
aware of cases of that sort, and has 
taken action in several instances. 


MEANS OF HOLDING Prices DowN 


Other measures are: facilitating im- 
ports, as in the case of wool, rubber, 
and copper; embargoing or discourag- 
ing exports, as in the case of scrap, 
aviation gasoline, machine tools, and 
many other products; trying to obtain 
cooperation between certain industries 
and the services of supply in order 
that Army and Navy purchases may be 
made at opportune times, and with due 
advance notice; attempting in other 
ways to influence the methods of gov- 
ernment contracting; locating and pro- 
moting the use of substitutes; and 
using the power of public opinion 
where other methods fail. 

In several cases we have called mem- 
bers of industries together for the pur- 
pose of consulting with regard to a 
price situation. In practically all such 
cases we have received the finest coop- 
eration. No smart business man really 
wants prices to run away. In very few 
cases to date has there been any public 
announcement of what we should like 
a price to be. The only example of 
any importance is that of scrap, with 
which you are all familiar. That an- 
nouncement has yielded very salutary 
results. 

I should not like to leave with you 
the impression that the Price Stabiliza- 
tion Division is fighting the battle of 
prices alone. Obviously the Consumers’ 
Division has an equal interest in keep- 
ing prices in line, and they and all 
other divisions and branches of the 
defense organization, including of 
course both the Army and the Navy, 
have been most cooperative and help- 
ful. 

It has sometimes been asked how the 
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respective jurisdictions of Price Stabili- apt to be adopted will be as much for 
zation and Consumers’ Divisions are the benefit of sellers as buyers. Imme- 
marked off. The Consumers’ Division diately speaking, they will be for the 
is concerned with some matters in purpose of dispelling ignorance of the 
which we have no share, and vice versa. market and the prevention of unfair 
Where our paths cross in the field of | competition. Ultimately, the purpose 
prices, however, our efforts have been is to ease off the economic shock which 
strictly cooperative. If there is a divi- may be expected when the defense pro- 
sion of labor, it is well expressed by | gtam is concluded. The higher prices 
someone’s remark that, while Price rise, the farther they must ultimately 
Stabilization worries about the price of fall, and the more certain prices get 
pig iron, the Consumers worry about out of line with others, the longer 


the price of pig. and more painful will be the period of 
readjustment. Insofar as we succeed in 
SOME PRICE INCREASES JUSTIFIED avoiding these results of the defense 


program, the existence of the division 
It has been mistakenly asserted that of Price Stabilization will have been 
we are going to “crack down” on all _justified. 
price increases, no matter how neces- 


sary or justified. This simply is not For Controllers Only 
true. We should deem it an unhealthy (Continued from page 48) 
situation if defense suppliers were un- The above computation omits such 


able to make a reasonable profit. Most _ items as depreciation, depletion, inter- 
of the extraordinary profits of a period ests, rents, and royalties. Computa- 
of extreme price fluctuation would be __ tions have been made with all of these 
made by speculators, however, and not — accounts. The result is the same, the 


by real producers, and we have no de- __ only difference is a more complicated 
sire to see anyone reap unearned bene- statement. The answer is clear. Com- 
fits when so many are making sacrifices.  putations have also been made to de- 

In the determination of whether or termine the result when government 
not price increases are justified, ques- | borrows from the people and from 


tions of cost will necessarily play an banks. These computations confirm 
important part. Already a number of ail fears of inflation, depression, higher 
cost pictures have been the subject of _ prices, and much inequality among the 
study, and I look for an increasing use people during and after the defense 
of cost data in the Commission’s activi- —_ program. 

ties. In the obtaining of such data the 
greatest possible use of existing govern- 
mental agencies will be made. There is 
No present intention of setting up any 
accounting staff within the Commis- 
sion. If our experience to date is any 
criterion, we can expect the greatest 
cooperation of accounting organiza- 
tions and individual accountants. The 


A REALISTIC APPROACH 


A realistic approach to the problem 
of production for living and for de- 
fense, aid, and if necessary war, pro- 
vides some easily understood facts that 
if used will increase our speed and 
quantity of production and help us to 
avoid many dangers our present course 


high purpose in which we are all en- oF actions are preparing for us. The 
gaged has sufficed so far to make avail-  Carefy] analysis that controliers must 
able to us all the cost information we jake and the method they use for such 
need. analysis in their private businesses 


The vast majority of business men when applied to national problems, 
are fully aware of the folly as well as contributes to right solutions as surely 
the immorality of profiteering. Only and as directly as they do in the in- 
the fringe—the intractable five or ten dividual business enterprise. 
per cent. we used to hear about in 
N.R.A. days—will need admonition. Members of The Controllers Insti- 
All the rest will ask for is guidance tute of America may obtain a special 
and protection. Asa matter of fact the rate for extra subscriptions to THE 
measures of price influencing which are © CONTROLLER for staff members. 











Post Mortem Audit Should Have 
No Inflexible Specifications 


This subject, “What Financial Man- 
agement Should Expect of the Inde- 
pendent Audit,” is one that must 
be measured in the light of accepted 
accounting principles and the degree 
to which they are made subject to com- 
mon understanding and effectiveness. 
Being in the driver's seat, financial 
management has the right to expect 
that there be no area of conflict be- 
tween controllers and professional ac- 
countants in the application of doc- 
trines, conventions, and rules that 
underlie the accounting structure in 
business enterprise. Much of this con- 
troversy relating to technique which 
finds expression in various accounting- 
minded groups revolves around the fa- 
ble of ‘The mountain laboring to 
bring forth a mouse’ and should be 
subordinated to the workable needs of 
business practice. 

Both controllers and professional 
accountants are to be reminded occa- 
sionally that their eggs lie reasonably 
close together in the basket of man- 
agement’s favor, and’ from this fact 
alone there is demand for coordinated 
thinking and action. This responsibil- 
ity to executive management however 
does not imply agreement and robot- 
like action in matters which challenge 
honesty of purpose. There is broad dif- 
ference between action that promotes 
uniform application of principle and 
that which flows from the impulse of 
personal gain and prestige. 

Since the controller and the profes- 
sional accountant meet most often in 
the field of balance sheet and profit and 
loss reporting I intend, with your in- 
dulgence, to explore a typical financial 
statement and develop what I regard 
as the expectations of not only financial 
management but those of the stock- 
holders, the investing public, and such 
regulatory agencies of government as 
have a vital interest in corporate ac- 
counting. 


By Henry C. Perry 
EXPLORING THE BALANCE SHEET 


Now as to the balance sheet. The 
first item appearing in a balance sheet 
is customarily shown as Cash. The 
financial officer, be he treasurer or 
controller, alert to his job knows that 
this cash is intact and adequately pro- 
tected by internal checks and balances. 
The professional accountant should not 
be expected to supply that intelligence. 
Competent management does not wake 
up to error or shortage by having a 
public audit of its books. Assuming 
common honesty of the internal organ- 
ization and reasonable segregation of 
individual functions, confirmation of 
cash position by outside examination 
should represent only a routine task of 
policing safeguards and methods. 

So it is with government and mar- 
ketable securities, the next item in our 
typical balance sheet. Recognized 
standards of value are applied to these 
holdings in every published report. 
The controller of accounts has usually 
informed himself, through the finan- 
cial officer, that the securities are there, 
that they reflect current value and that 
adequate reserves for shrinkage have 
been provided. Financial management 
should have these facts available for 
working intelligence and confirmation. 
It is an imposition to expect guidance 
in the determination of securities’ val- 
ues from outside accounting service. 

Next are the notes and accounts re- 
ceivable. Here, also, management has 
the right to expect that the receivables 
exist, that they represent collectible 
value, and that adequate reserves for bad 
debt loss have been provided. Respon- 
sibility for appraisal rests with the 
controller, the treasurer, or both—de- 
pending upon the form of organization 
in use and the type of supervisory serv- 
ice extended to the credit and collec- 
tion division of the business. With 
ledgers, aging schedules and collection 
files fully accessible, and the opportu- 
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nity to make reasonable confirmation, 
logic and evidence support the opinion 
that the examining accountant should 
have sufficient confidence in manage- 
ment’s appraisal of receivables to ac- 
cept on a spot-test basis the values pro- 
duced for the balance sheet. The officer 
in charge should not expect the profes- 
sional accountant to tell him what those 
receivables are worth. That’s the offi- 
cer’s job. 


INVENTORIES DirECT RESPONSIBILITY 
OF CONTROLLER 


Next are the inventories, the record- 
ing and pricing of which in most types 
of organization represent a direct re- 
sponsibility of the controller. Finan- 
cial management understands that the 
judgment of the production, sales and 
technical staff has been consulted in 
the determination of values for inven- 
tory purposes, and insists that a set of 
instructions reflecting that combined 
judgment be available to the staff re- 
sponsible for inventory tabulation. The 
job of the professional accountant in 
inventory verification should stop with 
a series of inquiries, spot-tests and 
checks of quantity, quality and value, 
since he is not expected to possess suf- 
ficient knowledge of operations to 
evaluate a given set of products. His 
analysis of these inventories should be 
sufficient to assure their existence, the 
logical correctness of their value to a 
going business, and the reliability of 
management's representations. A blan- 
ket statement from management, how- 
ever, will not discharge that respon- 
sibility. 

When giving values to fixed Assets 
it is a part of management’s respon- 
sibility to know that the properties 
exist, that they represent utility value to 
the business, that experience factors of 
depreciation are being applied, and 
that they are adequately insured. De- 
cisions relating to additions, improve- 
ments and abandonments involving 














property account constitute a manage- 
ment job in support of balance sheet 
representations. Show me the man, be 
he accountant or engineer, who, de- 
prived of management’s experience 
with a typical group of permanent 
facilities, will find a way to describe 
their utility value to a going business. 
Show me two men, acting independ- 
ently of each other, who, failing the 
support of this factual knowledge, will 
produce the same answer for manage- 
ment. Use and judgment factors must 
ultimately influence the basis of worth, 
and management regards the profes- 
sional accountant’s responsibility in 
this case to rest in a series of mathe- 
matical tests and expression of opinion 
on the integrity of property records. 


VALUES REPRESENT JUDGMENT OF 
MANAGEMENT 


The same reasoning applies to the 
values of patents, charters and fran- 
chises. Day-to-day contact with condi- 
tions which give rise to the operating 
advantages of such items must deter- 
mine their balance sheet weight. When 
based on facts, these values represent 
the judgment of management in the 
application of conventional methods to 
a statement of assets, and the auditor 
is expected only to give opinion to 
them. 

The development of deferred charges 
in any balance sheet is too simple a task 
to require the services of a two-man 
team excepting for purposes of ordi- 
nary verification. Common sense alone 
dictates that there be no pump-prim- 
ing, and that these charges be amor- 
tized over the period to which they 
properly apply. If the controller is 
serving management as he should, no 
guidance is needed in this division of 
the financial report. 

Now for the liabilities side of our 
representative balance sheet. Is there 
anything mysterious about the determi- 
nation of notes payable, accounts pay- 
able, accrued taxes, and other liabili- 
ties (actual or contingent) ? Does the 
establishment of reserves for other ob- 
ligations assumed by a business enter- 
prise require the application of any par- 
ticular technique other than one of 
good business judgment? Conscien- 
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tious and prudent management de- 
mands an accounting for these obliga- 
tions from its internal staff, and the 
controller's schedules made available 
to the professional accountant should 
be sufficient to qualify under so-called 
“Accepted Principles of Accounting.” 

The controller knows that the capi- 
tal stock and other fixed and funded 
liabilities are supported by records of 
issue and valuation, and that his com- 
pany is complying with the require- 
ments of all laws governing the issue 
or transfer of capital obligations. If 
not in personal touch with these activi- 
ties because of large-scale operation, he 
ascertains from responsible departments 
of the business that the company is 
adequately within the scope of regu- 
latory procedure and a public audit 
should not be necessary to arrive at 
these facts. 

The controller knows also that it is 
desirable to distinguish between the 
various kinds of surplus in harmony 
with accounting rules and the require- 
ments of state and national regulatory 
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commissions. Recognizing for the mo- 
ment that the demands of the Securi- 
ties and Exchange Commission and 
other agencies represent an obligation 
that may have added to the task of be- 
ing a controller or a professional ac- 
countant, the controller insists that his 
accounts disclose what these govern- 
mental agencies fix as a basis of sound 
and understandable information from 
management, for the benefit of stock- 
holders and the investing public. He 
has no quarrel with that philosophy. 
So much for the balance sheet. 

Now let us explore the operating 
statement. When presenting a profit 
and loss account, internal management 
knows that earnings’ capacity is the 
fact of crucial importance in the valu- 
ation of an enterprise and that income 
is more vital than balance sheet. The 
controller is sufficiently familiar with 
his price structure and his cost structure 
to stand behind the expression of gross 
or operating profit, call it what you 
will. His duties require contact with 
the sales and manufacturing manage- 








Gradually some real light is being thrown on the subject of 
the respective areas of responsibility of the controller and of 
the public accountant. This paper by Mr. Henry C. Perry, de- 
livered January 22 at a meeting of the Finance and Accounts Di- 
vision of the American Management Association, presents the 
controller’s point of view as to what that officer of a corpora- 
tion should regard as his responsibilities, in relation to those of 
the public accountant. 

Both The Controllers Institute of America and the American 
Institute of Accountants have defined the functions,-the-one of 
controllers, and the other of public accountants, The difficulties 
or differences of opinion that arise between the two groups as to 
their respective responsibilities seem to stem from the failure 
of managements to recognize clearly the two well defined areas 
of activity. Managements in many instances have not assigned 
to the two groups authority to carry out what are regarded as 
the normal functions of the respective groups, and as a result 
there is some overlapping, with added expense to the companies 
involved; or a lop-sided arrangement by which one group per- 
forms duties that normally would fall to the other. 

Strengthening and widening of controllership responsibilities 
is welcomed by public accountants. That is the trend today. In 
following this trend there must be, in many cases, a shifting of 
work and responsibilities, usually from the public accountant to 
the controller, but that in turn works out to the advantage of the 
public accountant, as Mr. Perry points out. 

Mr. Perry is a former president of The Controllers Institute of 
America. He is an officer of Heywood-Wakefield Company, of 
Gardner, Massachusetts. His is a constructive paper, well worth 
careful reading. —THE EDITOR 
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ment who, in cooperation, are respon- 
sible for that result, and his cost de- 
partment, if it is on the job, may be 
relied upon adequately to translate the 
record of each. The controller knows 
also that charges and credits against 
extraneous income in statement report- 
ing are correctly classified in account- 
ing terms and is governed in his pres- 
entation of data by the significance of 
such items to Management and the 
owners of the business. 


No CONTENTION OVER 
+» CLASSIFICATION 


There should be no contention be- 
tween the public accountant and the 
controller over technicalities of classi- 
fication or expression so long as the 
statement qualifies as a straightforward 
record of net income. Financial posi- 
tion and operating results are, after all, 
management’s primary consideration. 
If the controller is doing his job in 
cooperation with management, the rea- 
sons for minor variation from accepted 
or adopted accounting practice should 
mever represent an area of disagree- 
ment or the proving ground for techni- 
cal debate. 

The value of an accountant’s work 
depends completely upon his ability to 
make others understand it, and it is 
unfortunate that some accountants are 
often too willing to be ruled by law 
rather than economics. The controller's 
obligation is adequately to present the 
facts, and in doing so there is no sub- 
stitute for simplicity. It is in this spirit 
that the streamlined financial report 
for employees and stockholders was 
born, many of which are available for 
examination at this meeting. Respect- 
ing the psychology of men and women 
who examine corporate reports, finan- 
cial management resists having them 
bogged down with accounting termi- 
nology and knowing that they are not 
read as sport pages and comic strips, 
encourages the use of factual and 
timely information in such manner that 
people of limited technical knowledge 
may understand. These reports con- 
stitute management's response to new 
concepts of public relations. They de- 
liberately ignore the contours of the 
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past in seeking to meet the necessities 
of the future. 

It is the professional accountant’s 
responsibility to ascertain that all of 
the assets shown by the books were 
actually on hand, whether any assets 
not shown should be on hand, to as- 
certain that the liabilities were, in fact, 
shown by the books and if the liabili- 
ties so shown were properly incurred. 
In the exercise of this responsibility, 
the examining accountant can turn to 
no one who will be of more positive 
help in fortifying his certificate of ex- 
amination than the controller or other 
officer having controllership respon- 
sibilities. 


AupiTrors Not To AcrT As 
PROXY FOR MANAGEMENT 


The assurance which the public has 
learned to associate with the opinions 
expressed in the audit report must find 
its source in the soundness of judgment 
and consistency of method applied by 
internal management. A certificate of 
audit can have no greater value than 
what is attached to the opinion of the 
one who signs it. Public accountants 
are not engaged to render an account- 
ing with responsibility for the valua- 
tions described in a corporate financial 
report. It is not within their province 
to act as proxy for management in the 
use of sound judgment, consistency of 
method, or accurate presentation—all 
of which obligations rest upon the 
shoulders of the internal accounting 
officer in well-organized business prac- 
tice. Lacking management function 
and daily contact with the business, the 
auditor’s activity is one of police work 
alone and his certificate can be ac- 
cepted as nothing more than an expres- 
sion of judgment that the accounting 
officer has been on the job. The pri- 
mary responsibility for accuracy and re- 
liability lies with management. 

It is perhaps worth pausing here 
for a moment to examine financial 
management’s opinion of functions 
and titles attached to those in charge 
of accounting and reporting, and about 
which there has been a considerable 
amount of both loose and empirical 
thinking. The fundamental require- 


ment in any business is men. There is 
no substitute for the leadership sup- 
plied by men of brains, energy and 
enthusiasm in executive work, and ulti- 
mately the man himself is the most im- 
portant factor in all organization ac- 
complishment. Corporate safety re- 
quires the separation of the accounting 
and disbursing functions and in large- 
scale activity this situation is frequently 
met by appointment of a vice-president 
in charge of finance and accounting, 
thereby providing coordination of the 
duties of both treasurer and controller. 
The needs of every business, however, 
are not such as to require elaborate or- 
ganization structure and two equally 
competent men for the positions of 
treasurer and controller respectively. 
When such a situation exists, there 
should be no difficulty in defining re- 
sponsibilities, duties, or titles so long 
as a protective line of demarcation be- 
tween the accounting and disbursing 
functions is preserved. 


EssENTIALS Must BE 
AUTOMATICALLY VERIFIED 


The allocation of duties in any or- 
ganization should be such as to main- 
tain a series of checks and balances 
against pressure thinking or manipula- 
tion by those having executive respon- 
sibilities. Sound internal accounting 
demands that the work be so organized 
among individual operating units that 
the essentials are automatically verified 
and insured against all hazards except- 
ing possibly one of wholesale collusion. 
Large corporate enterprise differs from 
medium-scale activity to such a degree 
in its needs for executive man-power 
that no standard can be created to fit 
all requirements, and for that reason 
alone accounting officers and _profes- 
sional accountants might do well to 
join in the suppression of much “‘will- 
o’-the-wisp” thinking that has been 
devoted to this subject. 

When the accounting officer or the 
professional accountant seeks to dic- 
tate rather than advise; when he seeks 
to convert lines of functional control 
into lines of direct control, then he 
probably has served a good part of his 
usefulness to the business with which 
he is identified. 














This is a station at which many of 
us should stop to think less about our 
rights and more about our obligations. 
“Have I the title of controller?” is 
the last question one should ask when 
grooming himself for such responsibili- 
ties. It is for these reasons that The 
Controllers Institute of America has 
recognized the varying needs of busi- 
ness and makes its platform and its 
tules of eligibility apply both to off- 
cially named controllers and _ those 
other officers in corporate endeavor 
who exercise controllership functions. 

If these observations qualify as an 
acceptable diagram of corporate organi- 
zation, where then should the account- 
ing officer seek the service of the pro- 
fessional accountant in an effort to 
operate most effectively? Many com- 
plications arise from conflicts between 
the managerial viewpoint and the ac- 
counting viewpoint. It is often neces- 
sary for accountants to compromise be- 
tween strict application of accounting 
theory on the one hand and practical 
expediency on the other, and this is 
perhaps the most difficult of all factors 
in connection with various attempts 
that have been made to standardize 
accounting principles. 


Must ARRIVE AT BALANCED 
JUDGMENT 


As the right arm of management, 
the controller naturally acquaints him- 
self with these complications by suit- 
able contact with the professional ac- 
countant, whose sphere of activity in 
relation to the use of accounting tech- 
nique is of broad proportions, but he 
depends also, and perhaps more fully, 
upon the viewpoint of other control- 
lers whose administration of the prin- 
ciples involved has stood the test of 
experience. He must know the answer 
to each accounting problem in his own 
business but cooperate with the pro- 
fessional accountant in arriving at a 
balanced judgment on matters of ac- 
counting policy. The task of the con- 
troller is to provide sound and econom- 
ical accounting and to present complete 
factual reports, and the task of the pro- 
fessional accountant is to determine 
that the company’s accounting methods 
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are sound and that the staff is adhering 
to them. 

Financial management expects that 
as between the controller and the pro- 
fessional accountant a program of ex- 
amination will be devised and applied 
at minimum expense. Too often men 
of junior grade, obtained from a float- 
ing supply of labor, are assigned to 
audit work during peak periods at a 
per diem rate that constitutes a serious 
burden upon the client’s cost of doing 
business. Management recognizes that 
the scope of the professional account- 
ant’s examination will vary in propor- 
tion to the size and complexity of the 
business and the completeness of its 
accounting records. That is to be ex- 


pected. 
Oppose USELESS EXPENSE 


Its voice is rising, however, in oppo- 
sition to any expense which results 
from the inflexible specifications of a 
post mortem audit or one that proves 
to be disproportionate to the value of 
service received. It has the right to 
resist inflated prices for clerical serv- 
ice, duplication of effort, and routine 
exploration. Given an adequate pro- 
gram of internal audit, public examina- 
tion should concern itself with essen- 
tials that supplement and strengthen 
the work of the client’s staff. Is it not 
reasonable to assume that a proper de- 
gree of cooperation between controller 
and professional accountant in matters 
of assignment and coverage might well 
reduce the over-all cost upon business, 
and yet, by the elimination of unneces- 
sary routine expense on each job, de- 
velop an improved margin of profit 
for the auditor? As in internal account- 
ing work, it is necessary to streamline 
and eliminate those non-essentials in 
audit proceduze which have only pass- 
ing value to the requirements of a con- 
structive and competent job. 

In conclusion, financial manage- 
ment has no answer for the stock- 
holders and creditors of a business 
enterprise who may be the victims of un- 
scrupulous management, yes-man con- 
trollership, or gullible public account- 
ing. The solution of that problem prob- 
ably lies in the minds of those who 
govern our penal institutions. 
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WANTS MORE MONEY 
SAVING IDEAS 


Many members of The 
Controllers Institute of Amer- 
ica have expressed interest 
in, and commented favorably 
| on, the article by Mr. R. 
| Shull, which appeared in the , 
_ January issue of this publica- | 
__ tion, entitled ‘Making Use of 

Money Saving Ideas in Office 
| Operations.” 

One member has suggested 
that he would like to see such 
material in each issue—‘a 
_ section devoted to money sav- | 
| ing ideas in office operations, | 

contributed by controllers.’ 

This is an invitation to con- 
trollers who are readers of 
this magazine to describe 
briefly money saving ideas 
which they have put into ef- 
fect in their companies, in 
_ any department or activity. 
These descriptions will be 
published, either with or 
without the name of the con- 
troller and of his company, as | 
the contributor desires. | 











Investment Advisers Register with 
Securities Commission 


Six hundred and five applications for 
the registration of investment advisers 
filed with the Securities and Exchange 
Commission, pursuant to the Investment 
Advisers Act of 1940, became effective 
up to November 1. 

Investment advisers who are not reg- 
istered under the Investment Advisers Act 
are prohibited after November 1, 1940, 
from using the mails or any means or 
instrumentality of interstate commerce in 
connection with their business as invest- 
ment advisers. 


Improving the State’s Unemployment 
Insurance System 


The New York State Employers’ Con- 
ference held its Fourth Annual Forum 
covering the New York State Unemploy- 
ment Insurance Law on December 9, 
1940, at the Hotel Astor, New York City. 
The program scheduled was the most 
comprehensive to date for the considera- 
tion of the many proposals for improve- 
ment of unemployment legislation in this 
State. All employers were urged to at- 
tend or send representatives to the con- 
ference. 








Accounting for Physical Property 
in Manufacturing Plants 


With a great many companies, par- 
ticularly in the heavy industries, the 
item of fixed property, represented 
chiefly by buildings and equipment, is 
the largest on the balance sheet and in 
almost every manufacturing business 
it is an asset of great importance. Un- 
fortunately, however, it is usually the 
one which is supported most poorly by 
subordinate records and about which 
there is least information available. 
Such items as Receivables, Inventories, 
and Investments are usually backed up 
in great detail by individual ledger 
sheets and valuation data substantiating 
the amounts shown on the balance 
sheet. 

It is too often the case, however, that 
corporations with complete and ade- 
quate accounting records and methods 
for all other items have very inadequate 
data regarding buildings and equip- 
ment. It is not at all rare to have many 
thousands or millions of dollars of 
such values represented in one or two 
accounts which, after being carried on 
year after year with necessary additions 
and deductions, finally become mean- 
ingless as to their content, with the 
individual items making up these to- 
tals long since having lost their iden- 
tity. 

It is just as important that these 
property items on the balance sheet be 
supported by subordinate records as for 
Receivables and Inventories, and per- 
haps even more so, because their life 
extends over a period of many years. 
The shortness of man’s memory re- 
quires that such records be maintained 
completely and clearly to avoid losing 
track of property units and their values 
as the years roll by. These records will 
be found also of great value for many 
purposes, including among others in- 
surance coverage, substantiation of 
claims for loss by fire, and of depre- 
ciation on income tax returns. Any 
corporation, therefore, which does not 
maintain adequate ledger records for 
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its fixed properties is deficient in one 
of the most important parts of its ac- 
counting functions. 


PRINCIPLES OF PROPERTY 
ACCOUNTING 


The purpose of this article is to 
bring out briefly some of the principles 
and methods involved in the setting 
up and maintenance of property rec- 
ords, particularly depreciable assets 
such as buildings, machinery, and other 
equipment. The subject will be dis- 
cussed under six main headings as fol- 
lows: 


. Property Ledgers 

. Units of Property 

. Yearly Depreciation 

. Obsolescence 

. Replacements and Retirements 
. Repairs 
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1. Property Ledgers 


The items of Fixed Property on the 
balance sheet, as already stated, should 
be supported by detailed ledgers show- 
ing unit values exactly as Accounts 
Receivable are by individual ledger ac- 
counts with each customer. These ledg- 
ers should be divided into classification 
gtoups with a separate control sheet 
for each group and frequently sub- 
ordinate controls as well. 

For example, a corporation having 
several factories may have one con- 


trol ledger sheet for each factory and 
behind this, subsidiary controlling 
sheets representing Land, Buildings, 
Machinery, Service Equipment, and the 
like. These may be subdivided further 
into factory departments, not only for 
the purpose of determining how much 
is invested in each department, but 
even more important, to allocate depre- 
ciation and repairs to the individual 
departments. 

Each unit of Fixed Property should 
have its own individual ledger sheet 
which will contain its entire record 
from date of acquisition to time of re- 
tirement, including additions, changes, 
partial replacements, repairs, yearly de- 
preciation accruals, and the like. The 
totals of all the values shown on the 
individual unit sheets will be in bal- 
ance with the corresponding totals on 
their control sheets which, in turn, will 
agree with the general ledger accounts 
for fixed property appearing on the bal- 
ance sheet. In this manner it will be 
possible to allocate every dollar of 
value appearing in the balance sheet 
to individual units of fixed property 
and thus provide complete substantia- 
tion of the investment in such assets. 

The design of the individual ledger 
sheets for Fixed Property items will be 
determined by the nature of the prop- 
erty and the information desired. Al- 


(Please turn to page 62) 





companies. 


matter, it must be noted sadly. 





This article by Mr. Dawes, controller (his company spells it 
“comptroller’’) of Virginia-Carolina Chemical Corporation, of 
Richmond, will shed much light on problems by which many 
controllers are faced. It is timely and in sufficient detail to en- 
able controllers to adapt it to conditions found in their own 


When Mr. Dawes speaks of depreciation and obsolescence he 
has in mind accounting for purposes of managerial and fi- | 
nancial control, and for computing profits for dividends—not 
depreciation as the Internal Revenue Bureau and the Treasury 
Department demand that they be figured—an entirely different 


—THE EDITOR 
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Suggested Retroactive Amendments 


By COMMITTEE ON COOPERATION WITH TREASURY os 


th 





A portion of a message sent to members of The Con- 
trollers Institute of America, by its Committee on Coopera- 


tion with the Treasury Department, is reproduced here: 


There follow the amendments to the 1940 Act which this Com- 
mittee feels should be adopted retroactively before the 1940 returns 
are due. You will note, these amendments do not relate to tax 
rates nor to fundamental policies of the Act, which probably have 


no chance of being changed by the time the 1940 returns are due. 


1. Requirement in Act for irrevocable elections in returns filed 
as between income method or invested capital method should 


be eliminated. 


Sec. 712 requires a corporation which is permitted to use the 
income basis for determining its excess-profits credit to make a bind- 
ing election in its return for each year as to whether this method 
or the invested capital method shall be used for that year. This 
requirement should be eliminated and the tax liability should be 
determined on whichever of the two methods results in the lower 
tax. 

This election requirement constitutes one of the harshest inequities 
in the Act and results in the imposition of the excess-profits tax on 
normal profits. It compels the corporation to take a gamble as to 
which method will result in the lower tax. In most cases it will be 


a gamble, pure and simple, for the following reasons: 


(a) The income for the years 1938 and 1939 and in many in- 
stances for the years 1936 and 1937 also, will not have been finally 
determined by the time the 1940 excess-profits tax returns must be 
filed. These determinations in many cases may not be settled for 
some years. Furthermore, taxpayers will not know to what extent 
items of income or expense in the base period years will ultimately 
be recognized as abnormal until their excess-profits tax returns are 


passed upon by the Commissioner or the courts. 


(b) Experience with the old excess-profits tax laws proved the in- 
numerable difficulties and uncertainties inherent in determining in- 
vested capital, as, for example, the value of intangible assets paid 
in for stock of a corporation. It took many years of negotiation with 
the Bureau of Internal Revenue and litigation to settle these issues. 
The determination of invested capital under the 1940 Act is in- 
finitely more complicated than under the old Acts. It will require 
years of litigation to settle the obscure meaning of some of these 


provisions. 


(c) In many cases it will take years before net income of a 


corporation for the taxable year will be finally determined. At the 


time of filing its excess-profits tax returns, corporations will not 
be able to guess what the final decisions of the Commissioner, or 
the courts, will be on disputed points or on issues which the tax- 


payer does not even suspect will be in controversy. 


In the 1940 Act, Congress has recognized the propriety of the 
use of both the income method and the invested capital method to 
determine excess-profits. Where the corporation, by reason of un- 
certainties beyond its control, can not even approximately determine 
its ultimate tax liability on either method, it is grossly unfair to 
require it to make an irrevocable election as to which method will 
be used when this guess may ultimately prove to have been the 
wrong one. Especially, with the high rates of excess-profits tax im- 
posed by the 1940 Act, the Government should not place blind pit- 
falls in the path of the taxpayer's determination of its proper tax 
liability. 

The compulsory speculation which the election involves may 
lead some corporations to bankruptcy by reason of being called upon 
to pay a large additional tax several years after the excess-profits tax 
return is filed. This tax might have been substantially reduced or 
even eliminated entirely if the taxpayer had been able to gaze into 
a crystal ball and guess correctly which method would turn out to 
be less unfavorable for it under future interpretations by the 
Treasury and the courts. Furthermore, not only will the corpora- 
tion be required to pay additional tax not fairly due but, in addition, 
interest at the rate of 6 per cent. per annum will be imposed. 

Possibly, the purpose of the election was to eliminate the necessity 
of the Government’s computing the tax liability on both bases for 
each taxpayer entitled to use the income basis. For the most part, 
this same purpose could be accomplished if the 1940 Act were 
amended to provide that the method used in the return shall not be 
changed except upon subsequent application of the taxpayer. 


2. Requirement for daily computations of invested capital 


should be stricken from the Act. 


This requirement involves determination for each day of equity 
invested capital with its numerous factors and also of borrowed 
capital. In addition, corporations having “inadmissible assets” 
are called upon to determine their ‘admissible assets,” and their 
“inadmissible assets’ for each day. This means making daily 
determinations of inventories, all other assets and depreciation, 
amortization and depletion, sustained to the end of each day. 
This is impossible because, except in an insignificant number of 
cases, the accounts of corporations are not maintained in a ma- 
ner to reflect this information. In addition, even if it were 


possible to make these daily computations, it would involve hun- 
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dreds of thousands of calculations. The capital invested in a 
business can not be determined with complete accuracy regard- 
less of how many technical and involved formulae are prescribed. 
Therefore, the daily computations of invested capital can serve 
only to increase the uncertainty of the final tax liability and to 
make the preparation of excess-profits tax returns a nightmare. 

This situation could be remedied by adopting the following 
amendment, approved by the Senate when the Act was before it 
last September: 


“The Commissioner may, under regulations prescribed by him 
with the approval of the Secretary, permit, in the computation 
of invested capital, the use of averages or ratios on a monthly, 
annual, or other appropriate basis, where in his opinion the 


circumstances do not require daily computations.” 


Sec. 715 now provides: 


“If the Commissioner finds that in any case the determination 
of invested capital, on a basis other than a daily basis, will pro- 
duce an invested capital differing by not more than $1,000 from 
an invested capital determined on a daily basis, he may, under 
regulations prescribed by him with the approval of the Secretary, 


provide for such determination on such other basis.” 


This provision is not of much help because to determine 
whether or not the difference in invested capital would be more 
than $1,000, practically all the work involved in making the daily 


computations would be necessary anyway. 


3. The special relief provision in Section 722 should be clarified. 


If the excess-profits tax is to be truly a tax on excess profits, 
it is essential that the question of abnormal income and ab- 
normal invested capital be given serious consideration and that 
equitable adjustment for these items be provided for in the Act. 
Section 721 prescribes adjustments (under rules and regulations 
to be issued by the Commissioner with the approval of the Sec- 
retary of the Treasury) for certain items of abnormal income. 
However, it was recognized by Congress that these adjustments 
covered the problem of abnormalities to only a limited degree 
and that a special relief provision was necessary. That Section 
722 in its present form is inadequate to accomplish this purpose 
is evidenced by the following excerpt from page 52 of the Con- 
ference Report on the Second Revenue Act of 1940: 


“It is understood that the Treasury and members of the staff 


of the Joint Committee on Internal Revenue Taxation will give 


further study to the entire problem covered by this section and 





will report to the appropriate committees on the subject as soon 


as possible.” 


What the amended provision recommended to Congress by 
these agencies will be, can not be forecast. It would be impos- 
sible to specify in such a relief provision each abnormality. to be 
considered or what form the relief should take in each instance. 
However, it would seem advisable to have the provision set out 
some guides to aid the Commissioner and the Board of Tax 


Appeals in the application of Section 722. 


It would seem that the following situations are deserving of 


special relief: 


(a) Companies which by reason of old long term contracts or 
inefficient management had inadequate earnings during all or a 


part of the base period. 


(b) Companies which were still in the formative state during 
all or a part of the base period. Examples are new products and 
new undertakings which, after several years of experimentation 
and advertising begin to produce substantial earnings in 1937 or 
thereafter; and mining companies which require a considerable 
period to explore and prepare the mineral bodies in their property 


for operation. 


(c) Companies which as a result of special situations had un- 
satisfactory earnings during the base period as compared with 


other companies in the same industry. 


(d) Companies which acquired property for securities prior 
to the enactment of the excess-profits tax and are required to use 


transferor’s basis for determining their invested capital. 


(e) Companies which have themselves built up large intangi- 
ble assets due to efficient management and these assets result in 


increased earnings during the taxable year. 


(f) Companies whose increased earnings during the taxable 
year arise from non-recurring items or factors other than the de- 


fense program. 


A literal interpretation of Sec. 722 in its present form might 
be considered to give the Commissioner the right to use it to in- 
crease the tax liability over what it would be without this pro- 
vision. Section 722 should be clarified to remove the possibility 
of such an interpretation inasmuch as the only purpose of the sec- 


tion was to afford relief. 
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Accounting for Physical Property 

(Continued from page 59) 
most all types, however, call for such 
fundamental information as original 
cost, accrued depreciation, current re- 
pairs, and the like, the differences be- 
tween corporations being represented 
largely by the descriptive information, 
such as location, department, and type 
of machine. The main purpose, how- 
ever, is always the same, namely, to 
have a complete historical record of 
the asset involved. 


2. Units of Property 


One of the most important and at 
the same time most difficult problems 
in setting up property ledgers is the 
determination and definition of capital 
units. Unless care is taken at the out- 
set in making a careful separation of 
these units it may be found that they 
have been set up on the individual 
ledger sheets in amounts either too 
large or too small to serve efficiently 
the purposes for which they are in- 
tended. It is not easy in all cases to 
determine where one capital unit ends 
and another begins. This is particu- 
larly true in the chemical industry 
where much of the equipment consists 
of intricate arrangements of pipes and 
pumps, vats and valves. It is rela- 
tively simple in a machinery plant or a 
cotton mill where lathes and looms are 
easily distinguishable as separate oper- 
ating units. 

There are three primary factors in- 
volved in the determination of what 
should be a capital unit, namely, Func- 
\fion, Expected Life, and Value. 


CaPiITAL UNiT Must BE SEPARATE 
AND COMPLETE 


Considering first the Functional fac- 
tor, a capital unit must first be a sepa- 
rate thing, something complete and 
capable of being used by itself. For 
example, a mixing machine is a com- 
plete unit, capable of being used alone 
for a definite purpose. The mixing 
paddles, however, are only parts of the 
machine, are not susceptible of sepa- 
rate use, and therefore, not definable as 
units. Similarly the stairs in a build- 
ing are not units, being worthless ex- 
cept when used with the building it- 
self. 
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Using this factor of function alone, 
a great many items will quickly and 
naturally identify themselves as units 
or not. There will, however, be nu- 
merous border-line cases where arbi- 
trary decision will be necessary, based 
chiefly on “practicality” or expediency. 
Thus a pump, operating by itself, is 
rather clearly an independent unit, 
but the same sort of pump, functioning 
as only a small part of a complete oper- 
ating unit, might well be considered 
as having lost its separate identity and 
become what may be designated as a 
“Partial Unit.” 

Take next the factor, Expected Life. 
It would clearly be absurd to set up on 
the books as a capital item, with all 
the collateral detail, a piece of property 
whose life would be of only short 
duration, even though it fulfilled the 
requirements on a functional basis. A 
crucible would be a good example. It 
is capable of being used by itself, but 
its life may be measured in months or 
only a very few years at best. It be- 
comes necessary, therefore, to define 
arbitrarily what shall be the minimum 
life to enable an item to be defined as 
a capital unit, and a period of about 
three years seems reasonable and prac- 
ticable for this purpose. 


Must SET MINIMUM LIMITS OF 
VALUE 


The third principal factor in the defi- 
nition of a capital unit is Value. An 
item of property may well fulfill the 
requirements of Function and Life but 
be too insignificant in value to justify 
setting up in the capital account and 
maintaining separate records, accruing 
depreciation, and the like. It would 
be much better to charge it off and 
forget it. Examples of this sort would 
be hand shovels, picks, ink wells, 
wastebaskets, and so on. The values to 
be used will vary with the type of 
business and the policies adopted, but 
as a suggestion the value installed of 
a capital unit, including inward trans- 
portation charges, should be, say, not 
less than $200 for machinery or equip- 
ment, $500 for buildings, and $25 for 
office furniture and appliances. 

It will be seen therefore that an item 
of property should not be considered 
a separate and distinct capital unit un- 


less it satisfies all three requirements of 
Function, Life, and Value. Failure to 
fulfill any one of these should dis- 
qualify it as a capital item. These 
factors serve as an excellent guide in 
the determination of capital units and 
one is not likely to go wrong if he ap- 
plies these tests to any item in question. 

Having once separated the items of 
property into capital units by applica- 
tion of these methods, each should be 
set up on an individual Property Ledger 
Sheet and the proper cost value allo- 
cated to it. Values will be ascertained 
from purchase and other records, or 
if these are not available, appraisal 
values be used instead. 


3. Yearly Depreciation 


One of the values of a detailed prop- 
erty ledger is that it permits the allo- 
cation of yearly depreciation to every 
unit and so the depreciated book value 
for each is known at all times. Like- 
wise it enables the allocation of the 
yearly depreciation charges to the in- 
dividual departments or operations to 
which the property has been assigned. 
It becomes essential therefore to de- 
termine at the time of acquisition what 
the yearly amount of depreciation shall 
be for each unit. There have been many 
methods invented or devised for the 
determination of depreciation, some of 
them scientific and others purely ar- 
bitrary. Factors of obsolescence, chang- 
ing methods and changing business 
frequently undo all the study and engi- 
neering accuracy that may have gone 
into the determination of rates of de- 
preciation, so that one wonders whether 
it is really worth while to attempt a 
scientific calculation at all based purely 
upon the physical aspects of the prop- 
erty. 

Such calculations undoubtedly have 
great value in determining the relative 
amounts of depreciation to be allo- 
cated to different types of property, but 
may not be the best basis for comput- 
ing depreciation on an absolute basis. 
To take a simple example, an electric 
motor which is subject to very little ob- 
solescence, with ordinary repairs can 
be made to last indefinitely, even for as 
long as fifty years. There arises then 
what may be called the “financial” 
question as to whether it is desirable 
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f to carry such property on the books for lished as to depreciation policy, let us $1,000 — original cost — $100 — salvage = 
° so long a period, even though engi- _ consider their application to individual $900 + 15 = $60, annual depreciation 
' neers and manufacturing executives units. There are three factors which The above example seems simple 
© may be able to give convincing argu- must be known in order to determine enough and is for what may be called 
2 ments that the motor can be expected __ the yearly depreciation for any separate = “‘one-part”’ units, such as motors, lathes, 
F to remain in service during all that unit of property, namely: or looms, which when retired are re- 
ns time. placed or removed all at once. It is 
qi Cost not so simple however when the item 
yf FINANCIAL vs. ENGINEERING bet, eres is what may be called a “composite” 
. Srameanen . unit, and the asset is not replaced or 
e It is assumed that the cost is known renewed all at once but a ae ae ae 
or This financial factor is one that can either from actual purchase records or as happens so frequently in the chemi- 
D- not be overlooked and many execu- from appraisals made. Many account- cal business. A typical example of 
d tives and accountants are leaning more ants ignore the salvage value in com- this is a grinding machine of which 
or and more to the viewpoint that it is | puting depreciation because first, it the shell and the machine Eee 
al safer and more practical to write off will represent usually a very small pro- last almost indefinitely, p ethap ¥ thirty 

fixed assets on some arbitrary but rea- _ portion of the original cost of the item, or forty years, but Coe: Se 

sonable basis, which, while it may, and second, it is a matter of great spec- parts, such as the grinding balls or 

and should, have some relation to the ulation as to what the salvage will be rolls, may be replaced or renewed piped 
D- probable physical life of the assets, worth fifteen or twenty years hence. few years. Sachs anaeesi ves tear 
4 nevertheless is based more on financial = Likewise, the salvage value may fre- saudi — on Rene yee oe 
ry than engineering policy. In other quently represent little more than the bi ~~ 7 oe - as 3 : — 
td words, the thing from this viewpoint cost of dismantlement and, therefore, pati ; a a a Pisani vale 
net tends to become more and more a sub- _—‘™ay be held as a sort of reserve against papier ePaper aging stl 

‘ ” aglemaie é : t is obvious that in such a case an an- 
1e ject of ‘amortization’ rather than phys- the retirement costs. In the chemical nual depreciation based on a life of 
n- ical depreciation in its strictest sense. industry, however, the salvage value thirty or forty years would be inade- 
to Thus, for example, it may be desir- often may be a very large a for quate to provide for the retirement of 
d. able from the financial angle that ma- example, in the case of equipment those parts which will need renewal at 
e- chinery which may be expected tohave using lead oe platinum. shorter intervals, assuming of course 
at a physical useful existence of say Considering the third factor, the that the renewals are of sufficient im- 
ll twenty-five years, be written off the title Established Life was used ad- portance to be capital replacements and 
ny books in fifteen years. This has the visedly instead of “Expected Life” in not simply operating repairs. These 
he advantages of conservatism and would view of the discussion above regarding conditions, therefore, must be taken 
of provide within a shorter period the the financial or amortization phase of into consideration when determining 
ir- funds necessary for replacement. It the subject. The expected physical the yearly depreciation of a composite 
g- would also avoid much of the risk of life, for example, may be twenty or unit and the following example sug- 
SS obsolescence. twenty-five years, but the established gests how this may be done: 
a iste wr 
he APPLYING PRINCIPLES TO INDIVIDUAL 
le- UNITS Proportionate Years Yearly 
“al Item Cost Established Life Depreciation 
re Adoption of this amortization pol- Partial Unit Nov 2... 2c, 40000 ‘ “aa 
ay icy would not change or ignore the Balance of Assembly .........55....-. 300.00 20 15.00 
r engineering method of arriving at de- ee — 

preciation rates for individual units, res 7 $115.00 
‘sa but would simply reduce the expected Era ore 
life arrived at by the engineering life for depreciation purposes may be Thus the yearly depreciation for this 
sil method. The latter would in the long set at fifteen years. item is found to be $115, assuming no 
a run probably result in rates that would F salvage value. The asset therefore will 
nq be too low for practical purposes and oe be written off in 8.7 years, although 
val result in losses from obsolescence, Applying these three depreciation one of the parts will have a life of 
re while the amortization method would factors to a unit of property having an considerably less and the others much 
wa tend to go to the other extreme unless _ original cost of $1,000, an estimated more than this average. 
ee it were applied on a reasonable pro- _ salvage value of $100, and an estab- This method of arriving at a com- 
at portion to the expected physical life of lished life of fifteen years, the amount —_ posite amount of depreciation for oper- 
al” the property. of depreciation for each year will be as ating units made up of several partial 
ble With these general principles estab- _ follows: units is a most important and necessary 
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one in the chemical business where 
one complete unit may consist of a 
number of parts, such as motors, 
pumps, compressors, mixers, and the 
like, each of which might be a separate 
unit by itself, but which make only one 
operating unit. For practical purposes 
this should have one depreciation 
amount, computed on the individual 
sub-units as shown above, but used as 
a single figure. 

The yearly depreciation for individ- 
ual units of property having been com- 
puted, it should be posted, either 
monthly or yearly as desired, to the 
credit of the depreciation reserve on 
the ledger sheets for the various units. 
Thus over the years individual reserves 
will be built up to provide for the 
eventual retirement of each item. The 
corresponding charge for this deprecia- 
tion provision will be applied to oper- 
ating costs or expenses each month for 
the proportion applicable to that 
month. 

This may be accomplished by draw- 
ing off from the property ledgers at 
the beginning of the year the total an- 
nual depreciation that has been allo- 
cated to the various individual ledger 
sheets. This amount, divided by twelve, 
will give the amount of depreciation 
to be charged each month and will be 
used as the basic depreciation figure. 
During the year however there will be 
additions and removals of property, 
necessitating increases and decreases in 
the monthly charges for depreciation. 
The adjusted amount of depreciation, 
resulting from these changes, can be 
worked out readily on a depreciation 
schedule, which will have columns 
representing each month. 

The basic monthly depreciation fig- 
ure determined in the manner described 
above will be entered on the first line 
of each of these twelve columns. If 
new items are added in January, for 
example, and it is intended to start 
their depreciation in February, the 
monthly depreciation amounts will be 
entered in the columns for February to 
December, inclusive. The same pro- 
cedure will be followed, but in red ink, 
where items have been retired and 
their depreciation has ceased. In this 
manner the proper depreciation figure 
will be determined for each month. 
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This working schedule will then be- 
come the basis for the monthly journal 
entry covering depreciation. 


4. Obsolescence 

As has already been suggested, the 
factor of obsolescence is a most im- 
portant one, particularly in the chemi- 
cal industry where new processes and 
new types of equipment are being de- 
veloped constantly. It is impossible 
to predict when conditions in this rap- 
idly changing industry may render 
equipment obsolete on short notice. It 
may be certain enough that obsoles- 
cence will occur but one can not fore- 
see what particular items of property 
may be affected and to what extent. 
This makes it impracticable, therefore, 
to attempt to set a factor or an amount 
of obsolescence for any individual unit 
of property, as many may not require 
any at all, while others may not be 
given enough. Obsolescence is too im- 
portant and certain to be ignored, how- 
ever, and some provision must be made 
for it, even though it can not be pro- 
vided or anticipated correctly for the 
individual items. 


How OBSOLESCENCE May BE 
HANDLED 


The best procedure would seem to 
be to set up a special and over-all 
amount for obsolescence. This should 
not be applied to any particular unit, but 
credited to a Special Reserve for Ob- 
solescence. This reserve would be avail- 
able for the retirement of any unit of 
property which has become obsolete 
before it has had time to build up an 
individual depreciation reserve suffi- 
cient to take care of its retirement. 

The special provision to build up 
this reserve will be charged against 
each department or operation in accord- 
ance with the property it uses. The 
simplest method of application is as a 

ercentage of the yearly depreciation 
charge. If, for example, the total de- 
preciation for a plant is determined to 
be $1,000,000 a year and it is decided 
to set up a special reserve of $200,000 
a year for obsolescence, the operating 
costs of any department would be given 
a surcharge of 20 per cent. of its regu- 
lar depreciation amount as its con- 
tribution to the General Reserve for 
Obsolescence. 


There may, of course, be variations 
in method, depending upon particular 
conditions. It might be, for example, 
that the processes of a certain depart- 
ment are well standardized and little 
obsolescence or change expected, while 
in another department developing new 
products, the factor of obsolescence 
may be very important and imminent. 
It would obviously be more correct to 
apply a special provision for obsoles- 
cence on a basis representative of these 
different conditions than as a flat addi- 
tion to the regular depreciation rates. 
The main point it is desired to bring 
out, however, is that the Provision for 
Obsolescence should be a_ separate 
amount set up in a fund available to 
all units of property but not specifically 
allocated to any. 


5. Replacements and 
Retirements 


Having described the general proce- 
dure for the determination of units of 
property, the setting up of the neces- 
saty ledgers, and the accrual of depre- 
ciation, it is necessary to consider next 
the matter of replacements and retire- 
ments of capital assets. 

Retirements of property will be 
either for complete or partial units. 
There is no particular problem in- 
volved in the retirement of a complete 
unit, such as for example a drill press, 
which is easily identified as a single 
unit. In many cases, however, and par- 
ticularly in the chemical industry, a 
complete item of operating equipment 
may consist of a number of partial 
units. The life of the complete unit 
is being constantly renewed and pro- 
longed by replacement of the individ- 
ual parts. Thus at the end of fifteen 
or twenty years the item may represent 
only a small portion of the original 
installation because various parts may 
have been replaced one or more times, 
and yet, because of these replacements, 
the complete unit may be in as good 
physical and operating condition as, 
say, when it was only a few years’ old. 
Such replacements must be of large 
and major parts, however, and not rep- 
resent the renewal and replacement of 
minor items, which of course would be 
charged to running repairs. 

(Please turn to page 66) 
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“SOOJEE” means 
to wash paint 


The ordinary seaman on a mer- 
chant ship spends a large part 
of his time chipping rust, wield- 
ing a paint brush, and “soojee- 
ing”—washing down paint, with 
a solution of caustic soda. Ideal 
*soojee’’ solution is the one 
which will clean paint fastest 
without removing too much skin. 
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NO CIPHERS appear on 
Model M answer dials un- 
less they are part of actual 
answer! The answer, for 
example, used to read 
00000054520. Now it reads 
54520. 


To progressive executives in 
every business and industrial field, 
‘“Comptometer Economy” means 
the substantial figure-work savings 
that can be achieved through the 
use of Comptometer adding- 
calculating machines in conjunc- 
tion with Comptometer methods. 

It means high speed — figures 
while they’re “hot”! It means 


















unique operating accuracy— 
through Comptometer’s exclusive 
Controlled-Key safeguard, which 
eliminates that common source of 
figure-work error, faulty key 
manipulation. It means adaptabil- 
ity to the specific job or problem. 

In short, it means more figure 
work handled in less time at lower 
cost! May your Comptometer 


“COMPTOMETER ECONOMY” 
means MORE FIGURE WORK 
HANDLED in LESS TIME at 


LOWER COST 


representative show you how 
Comptometer machines and meth- 
ods save time and money? Tele- 
phone him ... or write to Felt & 
Tarrant Mfg. Co., 1734 North 
Paulina Street, Chicago, Illinois. 


COMPTOMETER 


REG. U.S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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Accounting for Physical Property 
(Continued from page 64) 


DEFINING PARTIAL UNIT A PROBLEM 


The problem, therefore, becomes 
one of defining what shall be a partial 
unit and how its value shall be deter- 
mined. If one is not careful, replace- 
ment of partial units will become con- 
fused with ordinary repairs, and of 
course a repair is nearly always a re- 
placement of a partial unit, usually a 
minor one. It becomes a matter then 
of defining the point at which a partial 
replacement ceases to be a repair and 
gets into the class where retirement 
from the property account is involved. 
This requires an arbitrary decision 
which must be based on two factors: 
namely, Proportion and Value. 

Considering first the element of 
Proportion, it would seem from a 
practical viewpoint that any partial re- 
newal representing only a relatively 
small percentage of the total unit in 
size or value should be treated as a 
minor repair, regardless of the amount 
of money involved. For example, a 
partial renewal covering only 10 per 
cent. of a complete unit worth $100,000 
should be charged to repairs, even 
though the $10,000 is a large amount 
and much larger than many complete 
units would be. The important de- 
termining factor here is the small per- 
centage involved, and unless the part 
to be renewed is an important portion 
of the whole unit, its replacement 
should be charged to expense regard- 
less of the amount. 

Thus the fixing of a standard per- 
centage, at which an item ceases to be 
a minor repair and requires treatment 
as a capital item, becomes extremely 
important and must be considered care- 
fully. A figure of 25 per cent. or 331% 
per cent. is suggested as the minimum, 
but it is entirely possible that it may be 
found desirable to use different per- 
centages for different classes of prop- 
erty. For example, a lower percentage 
might be better for buildings and a 
higher one for machinery and equip- 
ment. 


DECISION BASED UPON PRACTICALITY 


Turning next to the second factor of 
Value, here again arbitrary decision 
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must be made based upon practicality. 
The partial replacement may represent 
a very considerable proportion of the 
complete unit, but the amount in- 
volved might be too insignificant to 
justify treating as a capital item. For 
example, a partial replacement involv- 
ing 40 per cent. of a complete unit 
represents only $200 if the gross value 
of the complete unit is only $500. This 
amount is too small to justify all the 
entries involved in treating it as a cap- 
ital replacement and should imme- 
diately be charged to repairs in the 
month the replacement occurs. Clearly, 
therefore, a dollar limit is as desirable 
as a percentage limit and should be set 
only after careful study. It is sug- 
gested that $300 or possibly $500 be 
used, with perhaps different amounts 
for different classes of property. 

When an item is retired the prop- 
erty account will be credited with the 
cost at which it stands on the books, 
with a corresponding debit to the Re- 
serve for Depreciation, thus reducing 
simultaneously the gross property ac- 
count and the Reserve for Depreciation. 
If, however, the accrued depreciation 
is not sufficient to equal the cost value 
of the item retired, less any salvage, 
then only the amount of accrued depre- 
ciation can be charged against the 
depreciation reserve at the time of re- 
tirement. The balance should be 
charged to an Income Account en- 
titled “Profit or Loss on Retirement 
of Capital Assets.’ This account will 
also be charged with the cost of dis- 
mantling and removing the item, but 
will be credited with the salvage re- 
ceived, if any. This may occasionally 
exceed the cost of dismantlement and 
any deficiency of depreciation so that a 
retirement may result in a profit under 
those conditions. 

If it should happen that the defi- 
ciency in the accrued depreciation re- 
sults from obsolescence, for which a 
special reserve has been provided, as 
suggested under Section 4 above, then 
this deficiency should be charged to 
that special reserve, rather than to the 
profit and loss account. This would be 
exactly the type of situation for which 
the reserve is provided. 





RETIREMENT WITHOUT Loss 


Where there is a retirement of a par- 
tial unit, the accounting procedure is 
basically no different than for a com- 
plete unit. The cost value of the par- 
tial unit is determined and charged to 
the Reserve for Depreciation, while the 
cost of the new part replacing the item 
retired is charged to the Property Ac- 
count. The only difference is that it 
will be assumed that the partial unit 
has sufficient accrued depreciation to 
provide for its retirement without loss. 
The average yearly depreciation deter- 
mined for composite units, as described 
earlier in this article, is supposed to 
provide ultimately for the replacement 
of all the partial units making up the 
assembly, some of which will last 
longer than others. Thus some parts 
will be retired within a period shorter 
than the average, while others will go 
out much later. If the average rate is 
correct, the depreciation set up each 
year will cover ultimately the retire- 
ment of all the units, and this being so 
the general depreciation reserve pro- 
vided for the whole asset becomes 
available to any partial unit as it may 
be required. 

This method may be illustrated by 
considering the composite unit de- 
scribed above, made up of three partial 
units having a total cost of $1,000 and 
a yearly depreciation of $115. It was 
stated that in 8.7 years the asset, there- 
fore, would be completely depreciated. 
This would be so if there were no par- 
tial renewals but it is more likely to 
happen that the asset will be in opera- 
tion for a much longer number of years 
with its various parts being renewed 
several times during that period. Let us 
assume that partial unit No. 1 is re- 
newed every five years, partial unit 
No. 2 every ten years, and that at the 
end of twenty years the whole unit is 
retired. It will be assumed also that 
the replacement cost of partial units 1 
and 2 will be the same as the original 
cost. 

Partial unit No. 1, therefore, will 
be replaced three times at the end of 
the fifth, tenth, and fifteenth years, and 
partial unit No. 2 once at the end of 
ten years. Each of the items replaced 
will be charged to the Reserve for De- 


(Please turn to page 68) 
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Accounting for Physical Property 
(Continued from page 66) 
preciation and at the end of twenty 
years all three of the remaining partial 
units will be retired by a charge to the 
Reserve. The Reserve for Deprecia- 
tion on this asset will, therefore, be 
completely liquidated at the end of the 
twenty-year period and the account will 

appear as follows: 
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considered as capital items, and those 
which are straight repairs. Such re- 
pairs are essential to the preservation 
and operation of any physical property 
and to enable the property to reach the 
life set for it by the rates of deprecia- 
tion assigned. 

Since, as already described, each unit 
of property has its own individual 
ledger sheet, it is an easy matter to 














DEBIT CREDIT 
Years Partial Unit Amount 
5 No. 1— (a) 300. Depreciation for 
10 ” 1— (b) 300. 20 years @ 
” 2—(a) 400. $115.00 2300. 
15 ” 1—(c) 300. 
20 (Retirement) ”" 1—(d) 300. 
‘6 2 — (b) 400. 
aaa 3 — (a) 300. 
2300. 2300. 











Letters following the partial unit 
numbers cover the succeeding replace- 
ments—(a) representing the first re- 
placement—(b) the second, and so on. 

It will be noted in the above ex- 
ample that while this composite unit 
had a total original cost of only $1,000, 
it became necessary, because of the par- 
tial replacements, to provide a total 
depreciation of $2,300. It will be 
noted also, however, that the asset, by 
these partial renewals, had a life of 
twenty years instead of 8.7 years as 
originally calculated. 

It will be seen from the above what 
the accounting procedure will be where 
property is retired and replaced on a 
partial basis and constantly being re- 
newed, with its life so prolonged that 
the final operating unit may have lit- 
tle resemblance or relation to the orig- 
inal one, and yet with no complete re- 
tirement or replacement ever having 
taken place. This is a very common 
happening in the chemical industry, 
making it necessary to adapt the prop- 
erty accounting procedure to it. 


6. Repairs 


A discussion of the factors involved 
in property accounting would not be 
complete without consideration of run- 
ning repairs, which are particularly 
heavy and very important in the chem- 
ical industry. A distinction has al- 
ready been made between those re- 
placements and renewals which may be 


post to each sheet the cost of these run- 
ning repairs, and the record thus pro- 
vided often becomes of great value. 
For example, it gives information as to 
the frequency of repairs, and perhaps 
establishes ratios for different classes 
of assets, indicating when repairs may 
be expected and for what amounts. 
This is very helpful in the preparation 
of repair budgets and in the determina- 
tion of the time when apparatus may 
be shut down for repairs. This running 
record of repairs enables one to deter- 
mine whether the repairs are becoming 
so expensive that it will be cheaper to 
replace the asset with a new one. Such 
cases often arise in manufacturing 
plants but frequently the excess cost 
of repairs would not be realized unless 
some means for bringing it to execu- 
tive attention were provided by the ap- 
plication of repair costs to individual 
items of equipment. 


COLLECTIONS Must BE IDENTIFIED 
TO UNITS 


It follows naturally that if repairs 
are to be posted to individual units, the 
costs of the repairs must be collected 
in such a way that they can be identi- 
fied to the units. This is commonly 
done through the issue of serially num- 
bered “Repair Orders’ to which labor, 
material, and expenses are charged. 
Such repair orders, of course, should 
not include repairs to more than one 
complete unit, because otherwise the 


amount applying to any single item 
could not be determined accurately. 
When the work has been completed 
the repair orders will be totaled and 
posted to the property ledgers. 


RUNNING REPAIRS 


It will happen frequently that a job 
involving the partial replacement of a 
capital unit will likewise involve an 
element of running repairs for minor 
items. In such cases it becomes neces- 
sary to isolate the repair part of the 
cost of the job, either accurately or by 
an estimated portion. The cost of the 
job will then be split into two parts, 
one of which is charged to the asset 
account and the other to the repair 
account on the property ledger. 


Conclusion 


It has been intended in this article to 
give only a brief outline of the prin- 
ciples involved in the proper account- 
ing for capital assets, with particular 
reference to the chemical industry. Ac- 
tual methods or procedures have been 
described so briefly as to be little more 
than hints as to the courses to be fol- 
lowed. Each company has its own pe- 
culiarities and problems, however, so 
that any detailed procedure which 
might have been described would not 
have been applicable to any single situ- 
ation. Likewise, the dollar limits sug- 
gested to separate Capital from Ex- 
pense items and Replacement from 
Repairs ate matters depending very 
much both on the type of plant and the 
general financial policies of the com- 
pany affected. In short, the aim has 
been primarily to show the principal 
factors which must be considered in the 
establishment of property accounting 
procedures and policies. It is hoped 
that this presentation will be of benefit 
and service to those whose accounting 
methods for such property have not 
yet been developed to the fullest ex- 
tent. 


SEC Defers Change in’Method 
of Selecting Accountants 

The Securities and Exchange Commis- 
sion has announced the adoption of Rule 
N-6C-7 under the Investment Company 
Act of 1940, temporarily exempting cer- 
such consultation, the temporary exemp- 
tive rule, known as Rule N-6C-6 has been 
adopted. 
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REVIEWS of Recent Business Publications 


AUDITING THEORY AND _ PRAC- 
TISE, Sixth Edition, by Robert H. Mont- 
gomery. Ronald Press Company, New 
York City. 692 pages. $6. 

One is convinced, after a review of this 
sixth edition of Mr. Montgomery's book, 
that it will continue to be the standard 
work in the United States on the subject 
ef auditing. 

Indexing of subjects at the beginning of 
each chapter offers a decided reference ad- 
vantage. 

The major contribution of this new edi- 
tion (the last previous edition was pub- 
lished in 1934) is the bringing up to date 
of current auditing practise and procedure. 
As the author has so well pointed out, and 
with which the reviewer agrees, the funda- 
mental principles of auditing have not 
been changed by the many recent legal de- 
cisions on accounting practise or by various 
regulations of such bodies as the Securi- 
ties Exchange Commission. 

In light of the recent McKesson & Rob- 
bins Company's case, the chapters on in- 
ventories and accounts receivable should 
prove of special interest to controllers. 
One chapter on inventories apparently ac- 
cepts the report of a special committee on 
auditing procedure of the American Insti- 
tute of Accountants, published under date 
of October 18, 1939, and entitled “Exten- 
sions of Auditing Procedures’’ which re- 
fers in part to inventory valuations as fol- 
lows: 

“That, however extensive these may be, 
the training and experience of a certified 
public accountant do not qualify him as a 
general appraiser, valuer or expert in ma- 
terials. The public should understand that 
while he can, in his capacity as an auditor, 
undertake additional procedures as to in- 
ventories, such procedures do not invest his 
opinion with a degree of authority which 
he does not claim for it, or impose upon 
him a measure of responsibility which the 
nature of his work does not justify. 

“That, hereafter, in the case of inventories 
which in the ordinary course of business 
are in the hands of public warehouses or 
outside custodians, direct confirmation in 
writing from such custodians is acceptable 
procedure; except that, where the amount 
involved represents a significant portion of 
the current assets or the total assets of a 
concern, the independent certified public 
accountant shall make supplementary in- 
quiries.”” 

It should be evident both to controllers 
and to the public that the certified public 
accountants do not take a responsibility as 
to the inherent values of the materials in 
an audit. The certified public accountant 
is not an appraiser and can not, for ex- 
ample, in making test checks of inventory 
on hand tell the quality and therefor real 


value of a diamond inventory he may be 
taking, or of a machine he is inspecting. 
The public accountant, in presenting a bal- 
ance sheet containing inventories, in effect 
says to the public: “I have examined the 
evidence of a physical inventory taken by 
the client; I have test checked footings and 
extensions; have compared prices furnished 
with market prices for similar recorded 
quality; have found methods of taking and 
pricing inventory consistent with previous 
years; have tested physical quantities on 
hand with the inventory presented; have 
compared pricing with cost records and re- 
cent invoices; have discussed the value of 
slow moving and obsolete items as are ap- 
parent by examination of records with ma- 
jor executives, and have found them to be 
carried at reasonably expected realizable 
prices; have made gross profit tests, and in 
light of such tests the quantities and value 
of inventories also appear reasonable.” 

The McKesson & Robbins Company’s 
case has reemphasized the need of coopera- 
tion between controller and certified public 
accountant in the matter of written con- 
firmation of notes and accounts receivable 
balances. To quote: “Hereafter whenever 
practicable and reasonable and where aggre- 
gate amounts of notes receivable and ac- 
counts receivable represent a_ significant 
portion of the current assets or of the total 
assets of a concern, confirmation of ac- 
counts receivable with the debtor shall 
be considered as generally accepted pro- 
cedure.” A number of suggested forms of 
such confirmations have been included. 

Two chapters should receive special at- 
tention of controllers, Chapter 30, which 
discusses the legal rights and responsibili- 
ties of auditors, and Chapter 31, which dis- 
cusses the liabilities of directors. These two 
chapters have been written in the light 
of recent “blue-sky” legislation and fed- 
eral regulatory acts. 

Mr. Montgomery, while discussing in 
several places in his book the subject of 
whose statements—client’s or auditor's ?— 
has in all cases indicated “that the primary 
responsibility for the representation made 
in the financial statement clearly rests on 
the corporation and its management.” It is 
regrettable that Mr. Montgomery fails to 
express a major viewpoint on the pro- 
nouncement of the New York Stock Ex- 
change made as recently as August 23, 
1939: "The controller or chief financial of- 
ficer should sign the published financial 
statements of his company, even in those 
cases where the statements are accompanied 
by a report of the independent public ac- 
countant.” 

As a former practising certified public 
accountant, this reviewer would have wel- 
comed a chapter discussing descriptive or 
public relation reports to stockholders and 
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employees which frequently include state- 
ments taken from reports of independent 
public accountants. The auditing profes- 
sion should encourage the use of such so- 
called public relations type of report, and 
in so doing in their own interests should 
consider their responsibility in such publi- 
cations. It can readily be understood that it 
would be possible to so present, descrip- 
tively, in the same report which would in- 
clude signed statements of independent pub- 
lic accountants, information which would 
seem on the surface to come from such 
statements, which might be misleading both 
to the public and employees. With such 
possibilities present, the use of auditors’ 
reports in such presentations should be 
subject to profound thinking on the part of 
the profession. 
Reviewed by GEORGE J. THOMAS 
Tel Autograph Corporation 
New York City 


“CORPORATE FINANCIAL  STATE- 
MENTS—PROCEEDINGS OF THE AC- 
COUNTING INSTITUTE, 1940.” Edited 
by Roy B. Kester, Professor of Account- 
ing, and Howell A. Inghram, Assistant 
Professor of Accounting, Columbia Uni- 
versity. Columbia University Press. 175 
pages. $2. 

The publication each year of the proceed- 
ings of the American Institute of Account- 
ing is a welcome event. This year the sub- 
ject—"Corporate Financial Statements’’— 
will be of particular interest to controllers. 

In general there are four groups con- 
cerned with the financial statements of cor- 
porations: management, creditors, owners, 
and the public. The varying needs of each 
of these groups are discussed in the papers 
here collected. 

The book is divided into four sections, 
each dealing with one of the specific groups. 

“In drafting financial statements to serve 
any specific interest,” Professor Kester says 
in his introduction, “three basic consider- 
ations must always be kept in view: (1) the 
information or items which are to be pre- 
sented therein (the data content of the state- 
ment); (2) the measurement of the items 
which are admitted to the statement (this 
comprises the problem of valuation); and 
(3) the form in which the admitted items 
are to be set forth in order to portray most 
clearly the condition reported on. 

“The comparison of statements ten, or 
even five, years ago with those of today 
will show the consideration which has cur- 
rently been given to these three problems. 
As to the first, it will be noted that much 
more information—much of it parenthetical 
and descriptive—is being admitted to state- 
ments; as to the second, the basis of valu- 
ation—that is, the measuring stick used— 
is increasingly being shown; and as to the 








— a ae a Ve ok 


ar 








third, the present trend is to set forth the 
data in such form that their significance is 
more easily seen.” 

The papers, each in its own field, set 
forth admirably this modern approach to 
the preparation and use of corporate state- 
ments. 

Following each paper is a discussion of 
what the speaker had to say by another au- 
thority in the field. This not only helps to 
clarify what the original speaker said but 
also serves to point up various aspects of 
the paper. It is a useful device. 

George O. May’s brief discussion of the 
general ideas underlying the two days of 
discussion, which is appended as a con- 
cluding chapter, is an excellent summation 
of the principles set forth in the individual 
papers. 

The book contains an index. 

Reviewed by MorrisOoN H. WATKINS. 


“DISMISSAL COMPENSATION,” by 
Everett D. Hawkins. Princeton Univer- 
sity Press. 390 pages. $4. 

The author of this volume has probably 
written more than any other person on the 
subject of American plans for dismissal 
compensation, and his knowledge of meth- 
ods in use abroad is based not only upon 
extensive study here, but also upon field 
trips to the countries under consideration. 

Here he presents, for the first time in a 
single book, the results of his study of both 
voluntary and compulsory measures in use 
here and abroad. That such a study was 
needed is shown by the remarks of the 
author in the opening paragraph of his 
preface: 

“Millions of men and women throughout 
the world have faced the loss of employ- 
ment and income since the first World War, 
and more particularly since the world de- 
pression of 1929. The spector of techno- 
logical unemployment has been added to 
those of cyclical fluctuations and post-war 
adjustments. Public attention has become 
focused on the problem of economic inse- 
curity. During this period, when spread- 
ing employment, public works, unemploy- 
ment relief, and social insurance have come 
to the fore, dismissal compensation plans 
and laws have been developing rapidly to 
assist financially employees whose services 
have been terminated by the employer. Al- 
though a number of scattered articles and 
reports treat various dismissal compensa- 
tion programs, not a single book, nor even 
a pamphlet, covers both voluntary and 
compulsory measures used here and abroad. 
The growing interest in the problems of 
the displaced employee suggests that com- 
pany, trade union and legislative experience 
with dismissal compensation, both here and 
abroad, should be brought together in one 
unified study.” 

Our present defense program, bringing 
industrial expansion and increased produc- 
tion, raises in new form but with even 
greater insistence the problem covered by 
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REVIEWS of Recent Business Publications 


this volume. Forward-looking executives 
are even now beginning to consider the 
problems that will inevitably arise with a 
change in the international situation. In 
view of this the section in which Mr. Hawk- 
ins discusses the value of dismissal com- 
pensation when employment begins to de- 
crease from a wartime peak will be of 
particular interest. 

In each section the author explains the 
reasons for the adoption of dismissal com- 
pensation, the type of plan employed, the 
eligibility requirements, the scale of com- 
pensation, and the problems of administra- 
tion. Summaries evaluate the results, the 
limitations, and the trends of these plans. 
The final chapter compares the various types 
of experience and relates the problem of 
dismissal compensation to technological un- 
employment. 

Anyone at all concerned with the field of 
labor relations should find the book inter- 
esting reading. 

Reviewed by Morrison H. WATKINS. 


“LIQUIDITY AND INSTABILITY,” by 
Courtney C. Brown. Columbia Univer- 
sity Press. 282 pages. $3. 

This book will appeal to those interested 
in the various economic aspects of banking. 
Briefly, it is a description of liquidity and 
its place in economic theory. 

As the author observes at the outset, 
there are two distinct controversial schools 
of thought concerning liquidity, those es- 
pousing the Quantity Theory and those who 
believe in the Qualitative Theory. And there 
seems to be no prospect of a resolution of 
the argument. 

Dr. Brown starts off by assuming ele- 
ments of truth on both sides. In making a 
fresh start in discussing the subject, he says, 
very sensibly, that one of the basic reasons 
for disagreement between the two ap- 
proaches is the lack of a common defini- 
tion. Before entering the body of the dis- 
cussion, therefor, he defines his terms clearly 
and precisely. On that score there can be no 
confusion. 

Since a short review is no place to dis- 
cuss the author’s conclusions in detail, we 
can best convey the general plan and con- 
tent of the book by quoting part of the pref- 
ace: 

“The reader may expect the argument to 
cover a wider range of ideas than is typi- 
cally treated under the subject of liquidity. 
After describing what we mean by liquidity, 
we shall attempt to discover the place which 
the desire for more or less liquidity occu- 
pies in economic life in general. This neces- 
sitates a brief description of the institutional 
organization of wealth and titles to wealth. 
An effort will be made to appraise the im- 
portance of liquidity relative to other sources 


of economic change. This takes us into a 
discussion of various elements usually as- 
sociated with business cycles in economic 
analysis. But the present study makes no 
pretense of setting forth an integrated theory 
of the business cycle. Rather, it is a work 
dealing with the problem of liquidity and 
its proximately associated phenomena—it is 
a description of liquidity and its place in 
economic theory.” 

There is a glossary which in a work of 
this kind is extremely helpful, an excellent 
bibliography, and an index. 

Reviewed by Morrison H. WATKINS. 


“LABOR LAWS—FEDERAL” AND 
“CONSCRIPTION—LAND AND REG- 
ULATION.” Commerce Clearing House, 
Inc. $1 each. 

These two handbooks should prove use- 
ful to the controller for quick reference. The 
material presented is taken from the pub- 
lisher’s more extensive loose leaf services 
in each case and is not intended to be ex- 
haustive. 

The one on the Labor Laws contains the 
complete texts of the National Labor Re- 
lations Act and the Fair Labor Standards 
Act, with selected rules and regulations and 
interpretive bulletins of general application. 
The commentaries on each act aid in mak- 
ing clear pertinent developments to date. 

The laws and regulations concerning con- 
scription affect us perhaps more than we 
realize. Peacetime compulsory military train- 
ing has set in motion such repercussions that 
hardly any business activity escapes its ef- 
fects. Employers, landlords, merchants, and 
others are directly concerned in the new 
status of the man in training. 

The second handbook brings together the 
more important statutes and administrative 
provisions pertaining to conscription. The 
exact texts of the various acts are given 
along with a reproduction of the Selective 
Service Questionnaire. 


Reviewed by Morrison H. WATKINS. 


UNITED STATES MASTER TAX GUIDE 
—1941, by Commerce Clearing House, Inc., 
New York, Chicago and Washington. 256 
pages, heavy ripple paper covers. $1.00. 

This is a timely and practical guide on 
run-of-the-mill problems involving federal 
taxation for revenue. Based on the Internal 
Revenue Code, as amended, it tells just 
how the pertinent federal revenue law 
stands today. 

New provisions, rates and changes ef- 
fected by the two 1940 Revenue Acts are 
fully reflected. Among the timely features 
included are: Application of the Revenue 
Law; Tax Rate Tables; Tax Calendar; In- 
dividuals; Estates and Trusts; Corpora- 
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tions; Partnerships; New Excess Profits; 
Determination of Net Income; Capital 
Gains and Losses; Deductions; Returns; 
Capital Stock and Declared Value Excess 
Profits Taxes; Amortization of Defense 
Facilities; Refunds and Credits; Banks and 
Similar Institutions; Nonresident Aliens, 
and Foreign Corporations; Personal Hold- 
ing Companies. A complete Topical Index 
is an added convenience. 
Reviewed by HaARvEY M. KELLEY. 


A. M. A.’s Personnel Conference 
In Chicago This Month 


Personnel policies and industiral rela- 
tions problems under today’s emergency 
conditions will be discussed at the annual 
Personnel Conference of the American 
Management Association, to be held in 
Chicago at the Palmer House on Wednes- 
day, Thursday and Friday, February 12, 
13 and 14, 

This Conference, which annually at- 
tracts more than 1,500 executives with 
industrial relations responsibilities, will 
review the personnel developments of the 
past year and will consider the outlook 
for 1941. Planned by committees of exec- 
utives from various companies working 
under the direction of Harold F. North, 
Director of Industrial Relations, Swift & 
Company, the sessions will be the first na- 
tional management conference to consider 
industrial relations from the management 
standpoint since the defense program 
really got under way. Among the topics to 
be discussed are: “Sound Industrial Rela- 
tions Policies Under the Present Emer- 
gency”; “Bringing About a Better Under- 
standing Between Management and La- 
bor’; “Current Practices and Procedures 
in Conciliation.” 

There will be two concurrent sessions 
on job evaluation and the practical appli- 
cations of psychology. 


Legislatures of 42 States 
Convened in January 


The legislatures of 42 states met in 
regular sessions last month. Florida’s 
session opens in April. Controllers as a 
group are not actively seeking legisla- 
tion of any kind in the states, but they 
are keenly interested in many types of 
proposed legislative enactments, including 
amendments of the unemployment com- 
pensation laws, merit rating acts, wage- 
hour legislation, proposed changes in the 
labor laws, and other acts. 

What will be done by Congress con- 
cerning taxes is of supreme importance. 
Controllers interested in merit rating are 
aware of the fact that Congress, by a few 
simple amendments to the Federal Un- 
employment Tax section, can kill experi- 
ence rating in all states. 
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WISHES DIRECTORS COULD 
DIGEST EDITORIAL 


To the Editor: 

My past fifteen years’ experience as con- 
troller and management engineer both in 
public and private work has shown me that 
not only has the importance of a controller 
been neglected, but also his full capacities 
have never been utilized. Of course there 
are controllers and controllers, just as there 
are in any other specialized occupations or 
professions. Part of the neglect, if it can be 
called this, is due also to the controller not 
branching out in his official capacity and 
bringing to his superiors’ attention his true 
possibilities. 

I am of the opinion that a true controller 
is not one who tabulates and presents what 
has already occurred but one who in addi- 
tion analyzes the causes and is capable of 
suggesting and originating remedies or pro- 
cedures. 

I am of the opinion that a controller 
should accumulate through experience and 
educational methods a knowledge of manu- 
facturing and fabricating methods, be well 
grounded in fundamental cost procedures, 
have a thorough knowledge of accounting, 
understand management generally, and in 
addition keep currently informed on all of 
the foregoing subjects. He should also be 
capable of devising and installing economy 
and time saving systems and be able to find 
and direct capable personnel. 

I found the editorial in the November is- 
sue of “The Controller’ very interesting and 
descriptive of the situation in general. In 
fact, it would be furthering the cause more 
than anything that has ever been attempted 
before if every Board of Directors and every 
company president could receive and digest 
the editorial directly. 


W. M. CaAuDELL, 
The American Hardware Corp. 


CASE OF OVERANXIETY ON PART 
OF PUBLIC ACCOUNTANT 


To the Editor: 


The inquiry on page 428 of the Decem- 
ber issue gives me impulse for an airing 
of my views. 

Unless the mutual companies under- 
writing your inquirer’s insurance are prac- 
tically on the rocks, it seems to me that an 
auditor’s qualification on the balance sheet 
is uncalled for. Mutual companies with 
basic underwriting privileges have suf- 
ficient reserves to cover policy holders, 
and catastrophe losses are usually pro- 
tected by re-insurance. To me this is an 
outstanding example of overanxiety on 
the part of the public accountant. 

HENRY C. PERRY 
Heywood-Wakefield Company 
Gardner, Massachusetts. 


CHARGES ONE WITH NEW 
DETERMINATION 
To the Editor: 


You are to be complimented on the splen- 
did editorial appearing in the November 


issue of “The Controller,” which might well 
be made the subject of discussion for Con- 
trol meetings everywhere. 

The article, read in conjunction with 
“Duties of a Controller,” veritably charges 
one with a new determination to better his 
efforts, thereby upholding the honor of this 
new profession and continuing the vigorous 
progress of the past nine years. 

The Institute has achieved a great meas- 
ure of success in its attempt to bring about 
improvement of the status of controllership 
and the editorial is an indication of how de- 
served is this success. 

C. P. BRISSON, 
Lenders Clearance Service, Inc. 
New York City 


ADDITIONAL FUNCTIONS 
OF CONTROLLER 


To the Editor: 

Your editorial comment in the Novem- 
ber issue was intensely interesting. We 
should like to emphasize one of the com- 
ments that you made. That is, that the con- 
troller should take an annual inventory of 
his controllership. He always has problems 
on his desk. At present they include excess 
profits tax law, public audits, annual closing, 
including the annual inventory, but he 
should not cast aside the annual inventory 
of his own responsibilities. 

There is one thing further that will inter- 
est you. In one company during the last 
year the controller’s functions were ex- 
panded to include the supervision of several 
new functions. One was the industrial 
engineering program, including the prepara- 
tion and maintenance of wage or compen- 
sation incentive systems. Another was su- 
pervision of the rate structures for both 
hourly and straight time payrolls. Still an- 
other was the supervision of the office man- 
ager’s duties, exclusive of the arrangements 
of office space. 

We understand that these functions are 
handled by the controllers in some other 
companies but this was a new extension of 
opportunity for the controller in another 
company and new to some of the other west- 
ern companies with which we are familiar. 

A MEMBER 


CONSERVATIVE CONTROLLER 
NOT APPRECIATED 


To the Editor: 

Commenting on the editorial which ap- 
peared in your November issue may I say 
that from a practical viewpoint, one of the 
greatest risks that The Institute faces is not 
the inability of a controller to perform his 
duties correctly, but rather the inability to 
present his findings with the degree of im- 
portance to which they are entitled. This 
is not due to any lack of experience or in- 
telligence but is caused by a lack of pre- 
senting forecasts and results of findings in 
the language that is best understood by lis- 
teners or readers. 

It is only natural that those sharing the 
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The Controller, February, 1941 


Cashiers Ordinarily Do Not Open Mail, 
Perform Bookkeeping Duties 


An inquiry was received recently by 
The Controllers Institute of America 
in which ten questions were asked con- 
cerning procedures followed in receiv- 
ing and recording remittances. The in- 
quiry was circulated among members 
of The Institute’s Committee on Tech- 
nical Information and Research. Re- 
plies were received from twenty-four 
controllers. A summary and tabulation 
of those replies is given here: 


1. 


3. 


Do your cashiers: 
(a) Have access to records other than 
the cash records? 
Answering yes 9 
Answering no 14 
Otherwise 1 
“No more than necessary.” 
(b) Do they open the mail? 
Answering yes 2 
Answering no 21 
Otherwise 1 
“Not as a rule.” 


(c) Do they perform any bookkeeping 


duties? 
Answering yes 2 
Answering no 19 
Otherwise 3 
“Only at small stations.” 
“Minor.” 
“Journal.” 


(d) Do they reconcile the bank ac- 
counts on which they have author- 
ity to sign checks? 

Answering yes 2 
Answering no 22 


Do you require the listing of in- 
coming remittances (immediately 
upon receipt thereof) to be later 
compared with the entries in the 
cash received records? 


Answering yes 11 
Answering no 9 
Otherwise 4 
“Not immediately.” 
“No separate list on opening of 
mail.” 
“Not now. May be considered.” 
“A listing of incoming remit- 
tances is made by the Mail 
Department and entries are 
made by the Cashier in the 
Cash Receipts book from one 
of the copies of this report.” 


Do the clerks, handling the re- 
ceivable ledgers: 


(a) Verify the correctness of cus- 
tomer’s remittances? 

Answering yes 16 

Answering no 7 

Otherwise 1 

“Work done in bookkeeping de- 

partment but not by cashier or 
receivables ledger clerks.” 


(b) Prepare the cash received records? 

Answering yes 7 

Answering no 15 

Otherwise 2 

“Work done in bookkeeping de- 

partment but not by cashier or 
receivables ledger clerks.” 

“Summarize and give to cashier.” 


4. Do you require more than one sig- 


nature on checks? 

Answering yes 12 
unqualifiedly 

Answering yes 5 
with qualifications: 
“Except where a machine is used.” 
“Except payroll.” (3) 
“Except for certain special ac- 

counts.”” 

Answering no 5 
unqualifiedly 

Answering no 2 
with qualifications: 
“Only on checks over $1000.” 
“Only on checks over $500.” 


. Do you stamp each vendor's in- 


voice paid and indicate thereon the 
date of payment and check num- 
ber? 
Answering yes 8 
Answering no 12 
Otherwise 4 
“Stamped ‘Paid’ only.” (2) 
“Stamped ‘Paid’ and date only.” 
(2) 


. Assuming each rate change on the 


payroll is approved (by writen 
forms provided therefor) as and 
when such change is made—do you 
also have the manager or superin- 
tendent, etc., approve each com- 
plete payroll? 

Answering yes 6 

Answering no 16 

Otherwise 2 

“Asst. Treasurer approves each 
payroll.” 

“Yes, if his office is at general 
headquarters. All payrolls com- 
piled by accounting depart- 
ment in general office.” 
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Assuming the employees are paid 
in cash—does the individual who 
prepared the payroll also distribute 
the pay envelopes to the em- 
ployees? 
Answering yes 1 
Answering no 7 
Otherwise 16 
“Paid by check.” (13) 
“No cash.” (1) 
Question not answered. (1) 
“All but part time workers paid 
by check.” (1) 


. Ave receipts obtained from the 


employees who are paid in cash? 


Answering yes 6 
Answering no 2 
Otherwise 16 
“Paid by check.” (14) 
Question not answered. (1) 
“Receipts obtained from part time 
workers; all other employees 
paid by check.” (1) 


. Do your fidelity bonds cover all 


employees or certain individuals? 

In either case, how are the amounts 

of such bonds determined? 
Blanket bond—all employees 11 
Blanket bond—all positions 3 
Certain individuals bonded 4 
Certain positions bonded 4 
“No one bonded in treasury 


or credit departments.” 1 
“Positions covered. Blanket 
also for anybody.” 1 


. Who approves the charge-offs of 


uncollectible accounts (customers)? 


General Credit Manager 1 
Credit Manager, Controller, 
and General Manager 
Treasurer or Asst. Treasurer 
Collection Manager 
“3 people.” 
Credit department 
Secretary-Treasurer 
Comptroller 
“Recommendation of Credit 
Manager approved by Pres- 
ident.” 
Treasurer 1 
Treasurer and President of 
operating companies 1 
Asst. Treasurer 1 
Credit Manager, subject to 
the approval, sometimes dele- 
gated, of the General Man- 
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ager 1 
Department responsible; also 
Law Department 1 


‘Recommendation of Credit 
Manager approved by Treas- 
urér." 1 

Credit Manager 2 








a 





p¢ 
To 


rea 
nol 
an) 
su¢ 





= 


os 


NNW “YU 


f 


Ye, 


Nee Ree ee 





Treasurer and Controller 
Vice-President and Treasurer 
General Auditor 
Credit Manager, Treasurer, 
Auditor 1 
“No one. Credit Manager can- 
not post cash or credits.” 1 


me Re NO 


It seems that there are very few man- 
uals on internal audit procedure in use 
among members of The Institute. Only 
two, both of which are in the process 
of revision, were offered. 





_ Communications 
=e es 
(Continued from page 73) 


direct responsibilities of operation are op- 
timistic. The security of their positions de- 
pends to some degree on their optimism and 
the radiation of it. The controller shares 
indirectly the responsibilities of operation 
as his recommendations affecting manage- 
ment must be placed through the operator. 

In the course of events it appears that the 
optimist radiates and in practice he forms 
a disregard for a conservative statement. 
Controllers are very familiar with experi- 
ences of this type. In fact, I have ex- 
perienced only one company or business in 
which the executive director, whether he is 
sole owner or otherwise, really appreciated 
the suggestions and recommendations of a 
conservative controller. That company, I 
am happy to state, is my present employer. 
I have heard many presiding officers of cor- 
porations, both large and small, condemn 
the advice of their accounting officers and 
controllers in private and in public, and in 
the majority of instances the statement could 
be attributed to their misinterpretation of 
the facts as presented. 

In attacking this problem one solution 
would be to change the character of the con- 
troller, which is only mentioned here to 
show its futility. I believe all efforts should 
be directed as your articles do, to encourage 
raising the level of the controller to that 
of the operator so that his prestige will be 
more readily recognized. 

This is my own practical viewpoint. I 
am always anxious to read articles that tend 
to elevate the controller's importance in the 
eyes of the public and of the employers. 

Guy S. EverReEtTrT, 
Ford Hopkins Company, 
Chicago 











DOES NOT WANT TO MISS AN ISSUE 
To the Editor: 


During the past year we have enjoyed 
reading your magazine and appreciate your 
notice of expiration, because we are also 
anxious not to break the continuity of is- 
sues, 

A SUBSCRIBER. 


The Controller, February, 1941 


Subjects Uppermost in Minds 
of Controllers 


A recent meeting of the Cleveland Con- 
trol of the Controllers Institute of Amer- 
ica was devoted to a discussion of con- 
trollership problems. These subjects 
came to the surface: 


(1) Reforms which may be brought 
about by controllers, resulting in savings 
and more efficient operations. 

(2) Inventory control. 

(3) Desirability of increasing the in- 
ventory at this time. 

(4) Increasing responsibilities of con- 
trollers. 

(5) Management-controllership _ rela- 
tions. 


Amend Rule Relating to 
Interlocking Directorates 


The Securities and Exchange Commis- 
sion recently announced a minor amend- 
ment to the rules under section 17 (e) of 
the Public Utility Holding Company Act 
of 1935, relating to interlocking direc- 
torates. The amendment extends until 
March 1, 1941 the expiration date of the 
exemption provided in paragraph (h) of 
Rule U-17C-1, in lieu of December 31, 
1940, the present expiration date of such 
exemption. That paragraph now reads: 
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“(h) A person (1) whose only financial 
connection is with one or more commer- 
cial banking institutions having their 
principal offices within the State in which 
such company conducts at least 90 per 
cent. of its public-utility operations and 
in which such person resides, and (2) who 
was originally elected to his position in 
such company prior to April 1, 1939, pur- 
suant to an order of, or stipulation ap- 
proved by, the public service commission, 
corporation commission, or similar regu- 
latory body of such State: Provided, how- 
ever, That this exemption shall expire 
March 1, 1941.” 


Conference on Industrial Relations 

The American Management Associa- 
tion is having a Conference on Indus- 
trial Relations at the Palmer House, 
Chicago, February 12, 13, and 14. An 
attractive program is offered. 


It is not too early to mark calendars 
for attendance at the Tenth Annual 
Meeting of The Controllers Institute 
of America, September 29 and 30 and 
October 1, at the Waldorf-Astoria Ho- 
tel, New York City. 
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NEW MEMBERS ELECTED 


At a meeting of the Executive Commit- 
tee of The Controllers Institute of America, 
held January 31, 1941, the applicants named 
below were elected to active membership 
in The Institute: 


ROBERT P. ALEXANDER 
Pure Milk Association, Chicago. 


RAYMOND D. ALLEN 
Auto-Ordnance Corporation, New York 
City. 

LESLIE ASPIN 


Red Star Yeast & Products Company, 
Milwaukee. 


ALFRED T. BARR 


Merrimac Hat Corporation, Amesbury, 
Massachusetts. 


JOHN R. BARTIZAL 
Esquire, Inc., Chicago. 


Davip W. BRUMBAUGH 
Time, Inc., New York City. 


RICHARD A. BROOKS 
General Petroleum Corporation of Cali- 
fornia, Los Angeles. 


EpMUND S. Bupp 


The Cooper-Bessemer Corporation, Mt. 
Vernon, Ohio. 


T. S. BurcH 


The First National Bank of Kansas City, 
Kansas City, Missouri. 


A. C. CHRISTIANSEN 


Pratt & Letchworth Company, Buffalo, 
New York. 


Emit ECKARDT 
Cramp Shipbuilding Company, Philadel- 
phia. 

C. BRUCE FLICK 


Hawaiian Pineapple Company, Ltd., 
Honolulu, Hawaii. 


JAMES W. FLYNN 


Sheffield Steel Corporation, Kansas City, 


Missouri. 


ELMER P. HARDENBERGH 
Westates Petroleum Corporation, San 
Francisco. 


LEROY JOHN 
Kansas City Wholesale Grocery Company, 
Kansas City, Missouri. 

Lioyp C. KELLER 


Firestone Rubber & Latex Products Com- 
pany, Fall River, Massachusetts. 


MarTIN F. Matz 
H. Fendrich, Inc., Evansville, Indiana. 


WarREN M. MAULE 
Petroleum Finance Corporation of Texas, 


New York City. 


G. MENGER 
Central Power and Light Company, Cor- 
pus Christi, Texas. 


DONALD C. MILLS 
Gimbel Brothers, Inc., Milwaukee. 


EpwarD H. MUELLER 
V. Mueller & Company, Chicago. 


RoBertT E. NOWLAND 
John J. Felin & Co., Inc., Philadelphia. 


R. J. RALPH 
New Jersey Bell Telephone Company, 


Newark, New Jersey. 


E. B. SHUCK 
Koppers United Company, Pittsburgh. 


CHARLES S. STEVENSON 
Hall Brothers, Inc., Kansas City, Missouri. 


L. W. WEBSTER 
Thomas J. Lipton, Inc., Hoboken, New 
Jersey. 


ROGER A. YODER 
Detroit Steel Corporation, Detroit. 


MEETINGS OF CONTROLS 


CLEVELAND 
Topic: “MANAGEMENT PROBLEMS 
OF CONTROLLERS” 

The Program Committee of the Cleve- 
land Control arranged a discussion program 
for the monthly meeting of the Control 
which was held on January 14 at the Hotel 
Cleveland. The subject was “Management 
Problems of Controllers and Their Rela- 
tionship to Management.” The Committee 
appointed to lead the discussion consisted 
of Messrs. L. D. McDonald, Roy I. Mitchell, 
G. J. Grikshell, F. J. Carr and E. V. Bat- 
teurs. Each man gave a five minute out- 
line of his ideas, and then the subject 
was thrown open for discussion. It is im- 
portant for the members to hear what other 
controllers think and do. 


CONNECTICUT 
Topic: “BUSINESS AND _ SALES 
FORECASTING AND THEIR AP- 
PLICATION TO A CORPORATE 
BUDGET PROGRAM” 
A combined gathering of the Connecticut 
Control and the Bridgeport Credit Men was 
held on January 8 at the Stratfield Hotel, 
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Bridgeport. The meeting was addressed by 
Mr. Allen H. Ottman, economist of the 
Bausch & Lomb Optical Company of Roch- 
ester, New York. His subject was “Busi- 
ness and Sales Forecasting and Their Ap- 
plication to a Corporate Budget Program.” 
He used a series of carefully worked out 
charts and presented clearly and convinc- 
ingly the value of an unbiased and compre- 
hensive analysis of the situation ahead of 
business and the formulation of definite 
plans and procedures to meet the challenge. 


DAYTON 

Topic: “PROFIT-SHARING PLANS” 

Mr. Frank R. Dinwiddie, president and 
treasurer of the Hewitt Soap Company and 
a member of the local Control, led a round- 
table discussion at the regular monthly 
meeting of the Dayton Control. The meet- 
ing was held on January 9 at the Van Cleve 
Hotel, and the subject for discussion was 
“Profit-Sharing Plans.” Mr. Dinwiddie out- 
lined the essential factors in profit sharing 
plans, and an active discussion was de- 
veloped in which all took part. 


DETROIT 
Topic: ROUND TABLE DISCUSSION 


It has been the custom of the Detroit 
Control to hold one open meeting a year 
at which time members are given the oppor- 
tunity to present their problems. Accord- 
ingly, a round table discussion was arranged 
for the monthly meeting of the Control on 
January 15 at the Hotel Statler. As was the 
case with previous round table discussions 
of the Control, this meeting was very inter- 
esting and was well attended. It was re- 
stricted to members only. 


DISTRICT OF COLUMBIA 


Topic: “TAXATION AND PRIORI- 
TIES IN THE NATIONAL DE- 
FENSE PROGRAM” 

Mr. C. David Ginsburg of the National 
Defense Advisory Commission addressed the 
District of Columbia Control at a meeting 
held January 28 at the Carlton Hotel. His 
subject was “Taxation and Priorities in the 
National Defense Program.”” Mr. Ginsburg 
is associated with Mr. Leon Henderson and 
presented a detailed description of the pro- 
gram in which his Division is engaged. The 
address was well received and was followed 
by a lengthy discussion in which many 
questions were asked. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 


public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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INSTITUTE ACTIVITIES 








INDIANAPOLIS 
Topic: “GENERAL BUSINESS OUT- 
LOOK FOR 1941” 

Dean M. O. Ross of Butler University 
addressed a meeting of the Indianapolis 
Control on January 22 at the Antlers Hotel. 
His subject was “‘General Business Outlook 
for 1941.’ Dean Ross covered a wide field 
in his address and responded to numerous 
questions propounded by members of the 
Control. 


KANSAS CITY 
Topic: “TRENDS OF THOUGHT IN 
UNEMPLOYMENT INSURANCE” 
Professor Domenico Gagliardo of Kan- 
sas University was the guest speaker at the 
monthly meeting of the Kansas City Con- 
trol, which was held on January 13 at the 
Kansas City Club. His subject was “Trends 
of Thought in Unemployment Insurance.” 
Mr. J. H. Schuler, treasurer of the Crown 
Drug Company, was technical chairman. 
Recently there has been consideration agi- 
tation for changes in the State Unemploy- 
ment Insurance Law. The Kansas State 
Chamber of Commerce and the Associated 
Industries of Missouri held meetings to dis- 
cuss these changes and found that business 
men are completely in the dark concerning 
them. These changes are fundamental; they 
seek to drop the insurance provisions of 
the law, it was stated. Professor Gagliardo 
did not give a technical discussion of the 
law, but explained what is happening in the 
minds of those people who are trying to 
change the law. He made it apparent that 
business men should be on the alert. 


LOS ANGELES 

Topic: “INDUSTRIAL INSURANCE” 

Mr. Rollin E. Ecke, vice-president and 
controller of the Farmers Automobile Inter- 
Insurance Exchange, and a member of the 
Control, led a discussion on “Industrial 
Insurance” at the January meeting of the 
Los Angeles Control. It was held on Janu- 
ary 16 at the Clark Hotel. The round table 
discussion period was preceded by a brief 
address by Mr. Willard W. Keith, presi- 
dent of Cosgrove & Company, Inc. He 
spoke on insurance problems which are 
created by increasing production and plant 
capacities and on “Use and Occupancy” 
coverage. Members were permitted to in- 
vite the insurance specialists of their own 
staffs. 


MILWAUKEE 

Topic: “INCENTIVE PLANS FOR 

EXECUTIVES AND KEY MEN” 

The regular monthly meeting of the Mil- 
waukee Control was held on January 14 at 
the University Club. The guest speaker 
was Mr. Rex Reeder, vice-president of the 
Marine Exchange National Bank, who ad- 
dressed the members on “Incentive Plans 
for Executives and Key Men.’’ Guests were 
invited to attend the meeting. 


NEW ENGLAND 
Topic: “THE HISTORY OF WATCH 


MAKING” AND “EMPLOYMENT 


TRENDS” 

Through the courtesy of member Lewis 
Hill, controller of the Waltham Watch 
Company, Waltham, Massachusetts, an in- 
teresting program was carried out at the 
monthly meeting of the New England Con 
trol on January 14. In the afternoon a 
trip through the plant was arranged, cover- 
ing the more important operations in watch 
manufacturing, finishing, and casing. At 
6:30 P.M. dinner was served in the com- 
pany’s private dining room and was fol- 
lowed by two informal addresses. Mr. Wal- 
ter E. Kleinlein, watch technician of the 
Waltham Watch Company, spoke on “The 
History of Watch Making,”’ and Mr. Ellis 
Purinton, director of placement, School of 
Business, Northeastern University, spoke on 
“Employment Trends.’’ This was voted to 
be one of the best meetings of the Control 
to date. 

NEW YORK CITY 
Topic: “INSIDE OF THE WAR DE- 
FENSE PROGRAM” 

One of the most interesting and informa- 
tive sessions of the year was held by the 
New York City Control at its monthly 
meeting on January 23 at the Shelton Hotel. 
The speaker was Dr. Herbert F. Taggart, 
who is the chief of the Cost Accounting 
Branch of the Price Stabilization Division 
of the Advisory Commission to the Coun- 
cil of National Defense. His subject was 
“Inside of the War Defense Program.” It 
will be well for members to rezd in the 
January number of THE CONTROLLER the 
address which Dr. Taggart delivered early 
in October before the Philadelphia Control ; 
and the speech which he presented in New 
York, in January, which appears in this 
issue. It was of special interest to ihe New 
York City members to hear from Dr. Tag- 
gart what is going on inside the Defense 
Program and what has been accomplished 
in recent months. Following his address, 
he graciously answered questions from the 
audience. 


PITTSBURGH 

Topic: “PERSONNEL RELATIONS” 

The regular monthly meeting of the Pitts- 
burgh Control was held on January 27 at 
Hotel William Penn. The speaker of the 
evening was Mr. William G. Marsha'l, vice- 
president in charge of Industrial Relations 
for the Westinghouse Electric & Manufac- 
turing Company. In 1929 he joined the 
company as assistant to the vice-president in 
charge of Industrial Relations, and in 1934 
was made vice-president in charge of that 
responsibility. His subject, “Personnel Re- 
lations,” was of vital interest to members 
and he certainly gave them something to 
think about. 


PHILADELPHIA 
Topic: “THE OUTLOOK FOR 1941” 


Mr. Thomas L. Evans, controller of N. 
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Snellenburg & Company, Inc., and vice- 
president of the Philadelphia Control, pre- 
sided at the monthly meeting of the Con- 
trol, which was held on January 9 at the 
Penn Athletic Club. After the business 
meeting, Mr. Evans presented the chair- 
man for the evening, Mr. Mark Z. McGill 
of the Collins & Aikman Corporation. He 
introduced the speaker, Mr. John F. Chap- 
man, foreign news editor of Business Week 
who read a very excellent paper on the 
subject “The Outlook for 1941.’ A’ por- 
tion of the paper was published in THE 
CONTROLLER for January, Page 40. At the 
conclusion of his formal address, Mr. Chap- 
man volunteered to answer questions from 
the floor, and a general discussion followed 
with much enlightenment and real pleasure 
to the entire group. 


ROCHESTER 
Topic: “DISBURSEMENT CONTROL” 


The January meeting of the Rochester 
Control took the form of a visit to the 
plant of The Todd Company, Inc., begin- 
ning at three o'clock in the afternoon, 
which was followed by dinner at the Oak 
Hill Country Club with The Todd Com- 
pany acting as host. The meeting was held 
January 29. At the evening session, Mr. 
Leonard Thomasma spoke on “Disburse- 
ment Control.” In his address he dealt with 
methods of perpetrating frauds through the 
medium of negotiable instruments and de- 
scribed the protective measures which may 
be inaugurated to prevent such frauds. A 
general discussion period followed. 


ST. LOUIS 
Topic: “SHOULD ACCOUNTING 
RECORDS BE CENTRALIZED OR 
DECENTRALIZED?” 

At the monthly meeting of the St. Louis 
Control on January 27 at the Missouri Ath- 
letic Club, the subject for discussion was 
“Should Accounting Records be Central- 
ized or Decentralized?’’ The case for cen- 
tralization was presented by member J. 
Maynard Peterson of the Western Cartridge 
Company; and decentralization was dis- 
cussed by Mr. Paul L. Jacoby of the Ralston 
Purina Company and secretary of the Con- 
trol. Members took part in the discussion 
which followed. 


SAN FRANCISCO 
Topic: “WHAT IS THE GENERAL 
LABOR SITUATION ?” 

A message of vital concern to every con- 
troller was given by Mr. Almon C. Roth, 
guest speaker, at the monthly meeting of 
the San Francisco Control which was held 
on January 23 at the St. Francis Hotel. He 
heads the San Francisco Employers Council, 
is past president of the Waterfront Em 
ployers’ Association, and was formerly con- 
troller of Stamford University. His subject 
was “What Is the General Labor Situa- 
tion?” 
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SYRACUSE 
Topic: “NEW CONCEPTS OF AC- 
COUNTING RESPONSIBILITIES 
FROM THE POINT OF VIEW OF 
THE ACCOUNTING PROFESSION” 
The regular monthly meeting of the 
Syracuse Control was held on January 15 
at the Syracuse Hotel. It was a joint meet- 
ing of the Control and of the Syracuse 
Chapter of the New York State Society of 
Certified Public Accountants. The speaker 
for the evening was Mr. Maurice E. Pelou- 
bet, certified public accountant, of New 
York City. The subject of his address was 
‘New Concepts of Accounting Responsibili- 
ties from the Point of View of the Account- 
ing Profession.” There was a large attend- 
ance at the meeting. 


TWIN CITIES 
Topic: “EXCESS PROFITS TAX LAW 
OF 1940” 

The regular meeting of the Twin Cities 
Control was held on January 7 at the St. 
Paul Athletic Club. The Program Commit- 
tee invited Mr. V. A. Lufi of Minneapolis 
to present the important features of the Ex- 
cess Profits Tax Law of 1940 and to dis- 
cuss with the members many of the prob- 
lems which must be settled before next 


March 15. The subject was timely and of 
vital interest to all controllers. 
BALTIMORE 
Topic: “EXCESS PROFITS TAX 
LAWS” 


The regular monthly meeting of the Bal- 
timore Control was held on January 8 at the 
Lord Baltimore Hotel. President Arthur R. 
Burgett was chairman. After a short dis- 
cussion it was agreed that next month’s 
meeting should be held on February 12. The 
program will consist of a round-table dis- 
cussion on “Phases of Recent Government 
Contracts” and will be led by Mr. F. Earl 
Reuwer, a member. 

Through the efforts of members Davis 
and Nagel, the Control was fortunate in 
having as the speaker of the evening Mr. 
E. G. Bass, resident partner of Ernst and 
Ernst. He gave an address on “Excess Prof- 
its Tax Laws” and following it answered a 
considerable number of questions which 
were asked by the members. 


BUFFALO 
Topic: PRODUCTION AND INVEN- 
TORY CONTROL METHODS IN 
USE AT TONAWANDA PLANTS 
OF REMINGTON RAND, INC. 


The January meeting of the Buffalo Con- 
trol was held on January 7 at the Reming- 
ton Rand, Incorporated, plant in Tona- 
wanda, New York. After an inspection trip 
through the plant in the afternoon a dinner 
meeting was held at the Park Lane Hotel, 
which was attended by fifteen members 
and the guest speaker. Mr. A. W. Austin, 
who is in charge of cost accounting for 
all Remington Rand, Inc., plants, addressed 
the meeting, describing production and in- 
ventory control methods in use at the Tona- 


wanda plants of the company. At the con- 
clusion of his address it was voted that the 
appreciation of the Control be expressed to 
the proper individuals for making possible 
the inspection trip through the plant, and 
to the speaker. 


CHICAGO 

Topic: “MANAGEMENT BUILDING” 

Mr. James W. Irwin, assistant to the 
President of the Monsanto Chemical Com- 
pany, St. Louis, addressed the Chicago Con- 
trol at a meeting held January 28. His sub- 
ject was “Management Building.” Mr. Irwin 
described the organization and methods of 
procedure of his company, including the 
philosophy of its management plan, which 
requires the delegation of responsibility by 
each executive to his subordinates, so that 
men coming along may be equipped to 
take greater responsibility when necessary. 
Organization charts used by the Monsanto 
Chemical Company were distributed to 
those present. Mr. Daniel M. Sheehan, 
general controller of the company, had 


planned to be present and take part in the 
presentation and in the question period 
which followed, but was unable to attend. 

Mr. Harvey M. Kelley, assistant secre- 
tary of The Controllers Institute of Amer- 
ica, was present and delivered a message 
from the national organization. The meet- 
ing, which was held at Fred Harvey’s Res- 
taurant, was largely attended. 


CINCINNATI 


Topic: “THE FEDERAL WAGE AND 
HOUR LAW” 

The program for the monthly meeting of 
the Cincinnati Control on January 14 at 
Hotel Alms consisted of a discussion of 
the subject “The Federal Wage and Hour 
Law.” Mr. F. L. Uhling, of the P. H. 
Davis Tailoring Company, and a member 
of the Control, was the discussion leader. 
A questionnaire to members had accom- 
panied the notice of the meeting and they 
had been asked to fill it out even though 
they could not attend the meeting. A lively 
discussion was held which resulted in great 
benefit to those present. 


Detroit Preparing Interesting 
Program for Conference 


The general outlines of the program 
of the Midwestern Conference of Con- 
trollers which will take place at the 
Book-Cedillac Hotel, Detroit, on April 
20 and 21, have been released by Mr. 
J. E. Hearst, general chairman of the 
committee in charge of arrangements. 
Mr. Haarst is president of the Detroit 
Control, and controller of S. S. Kresge 
Compaay, of that city. 

There will be a reception on Sunday 
afternoon for members and guests who 
arrive eatly. Two group conferences 
will be scheduled for Monday morn- 
ing, on subjects to be announced later, 
which probably will include discussion 
of problems presented by the war de- 
fense program, and by the excess prof- 
its tax act. 

A joint luncheon meeting has been 
planned for Monday noon, April 21, 
with the Economic Club of Detroit, 
which is to be addressed by Mr. W. R. 
burgess, vice-chairman of the Board, 
National City Bank of New York. 

In the afternoon of that day, al- 
though arrangements are not yet com- 
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plete, the committee expects to have 
Mr. Merle Thorpe, editor of ‘“‘Nation’s 
Business,” address the group, and a 
Detroit man to speak on “Industrial 
Relations,” providing time between the 
noon meeting and the evening dinner 
permits. 

The committee has invited a nation- 
ally known speaker to address the din- 
ner meeting, in the evening. 

Delegations from a dozen Controls 
in the midwestern territory are plan- 
ning to attend the Conference. The 
national officers and many national di- 
rectors will be present, as well as a size- 
able delegation from New York City, 
and other members from eastern cities. 

Mr. Walter J. Gerick, of Socony- 
Vacuum Oil Company, is chairman of 
the Program Committee. 

The list of those who have been 
asked to serve on the Conference com- 
mittees is as follows: 


General Chairman, J. E. HEARST ; Vice- 
Chairman, O. A. Wa.tpow, Na- 
tional Bank of Detroit. 
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PROGRAM COMMITTEE 


WALTER J. GERICK, Socony-Vacuum 
Oil Co., Chairman. 

A. C. ANDERSON, General Motors 
Corporation. 

A. J. Hawkins, Timken Axle Com- 
pany. 

L. A. MOEHRING, Chrysler Corpora- 
tion. 

H. A. SNow, Detroit Edison Company. 

H. W. WursTer, Murray Body Corpo- 
ration of America. 


ARRANGEMENTS COMMITTEE 


ALVIN Kropr, R. L. Polk & Com- 
pany, Chairman. 

W. W. BrapsHAw, Parker Rust Proof 
Company. 

E. C. BRENDTKE, F. L. Jacobs Com- 
pany. 

Wwe. W. Crapo, Huron Portland Ce- 
ment Company. 

M. E. Stover, Evans Products Com- 


pany. 


INTER CONTROL COMMITTEE 


G. W. ScHwarz, Michigan Alkali 
Company, Wyandotte, Mich., Chair- 
man. . 

K. B. Coates, Great Lakes Steel Cor- 
poration, Ecorse, Mich. 

W. GLeicH, McCord Radiator & Mfg. 
Company. 

R. C. LAKIN, Great Lakes Eng. Works, 
River Rouge, Mich. 


PUBLICITY COMMITTEE 

M. C. Emery, Bull Dog Electric Prod. 
Company, Chairman. 

W. R. Crossett, Nash Kelvinator 
Corporation. 

L. R. Downtg, Kelsey-Hayes Wheel 
Company. 

G. C. Puetps, Houdaille-Hershey 
Corporation. 


RECEPTION COMMITTEE 


O. J. GURWELL, Thompson Products, 
Inc., Chairman. 


F. A. BALTZER, Mich. Consolidated 
Gas Company. 

J. B. Fenner, Electric Auto-Lite 
Company, Toledo, Ohio. 

V. D. HANNA, Wolverine Tube Com- 


pany. 

S. E. HEBert, Whitehead & Kales 
Company. 

E. C. Hoextzxie, Packard Motor Car 
Company. 


A. F. Liska, Burroughs Adding Ma- 
chine Company. 
E. Q. SMiTH, Bundy Tubing Company. 


PERSONAL NOTE 


Bert V. Tornborgh is the author of an 
article entitled “What's This About Rent 
Control?’ which appears in the January, 
1941, issue of American Savings and Loan 
News. It deals with the fixing of rentals 
by governmental control, with what he 
terms complete disregard of the economic 
facts and shortages of housing, as well as of 
a fair rate on equities. Rents were arti- 
ficially depressed, Mr. Tornborgh points out, 
in the name of patriotism. 





Employment 











Controller-Treasurer 

Capable executive, 35; personality; 
broad practical knowledge finance, fac- 
toring, textiles, stock brokerage business; 
administrative problems, budgets, systems, 
taxes; excellent connections largest banks; 
salary $10,000. Address No. 340, “The 
Controller.” 


Controller or Auditor 
Certified public accountant, with wide 
experience in accounting, systems, income 
taxes, financial matters, and reports seeks 
executive position as controller or au- 
ditor. Age 38. Married. College gradu- 
ate. Confidential. Box 358, “The Con- 
troller.” 
Controller Available 


Institute member and C.P.A. desirous 
of securing position as controller, treasurer 
or assistant to financial executive. Well ex- 
perienced in accounting, tax and manage- 
ment matters, covering broad field of diver- 
sified industries including Public Utilities. 
Age 42, married, good personal appear- 
ance and with enviable record. Available 
upon proper notice to present employer. 
Extremely confidential. Address ‘“The Con- 
troller,” No. 362. 


Annual meeting, September 29, 30, 
and October 1, 1941—New York City. 
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Objects 


CONTROLLERS INSTITUTE OF 
AMERICA 


(As Set Forth in Its Articles of 
Incorporation) 


The objects for which this cor- 
poration is formed are: 


(a) To advance the interests and wel- 
fare of controllers of business firms, 
partnerships, sole _proprietorships, 
corporations, and trusteeships, and 
political and governmental subdivi- 
sions; the advancement of the in- 
terests and welfare of assistant con- 
trollers, privately employed executive 
accountants, corporation officers and 
of the partners and owners of busi- 
ness who perform the commonly ac- 
cepted duties of a controller. 


(b) To conduct and carry on such related 
activities as may be necessary and 
incident to increasing the usefulness 
of controllers to their business or- 
ganizations and to the public; to the 
gaining of recognition of the attain- 
ments and accomplishments of con- 
trollers and their value and impor- 
tance in the business, financial and 
economic structure, and in the pro- 
fession of accountancy. 


(c) To establish ethical and professional 
standards of work and conduct for 
controllers and to foster and en- 
courage controllers, assistant con- 
trollers and accountants to live up 
to and carry out the same. 


(d) To print, publish, distribute, and 
circulate books, pamphlets, period- 
icals, papers and magazines in con- 
nection with the activities of the or- 
ganization; to establish and conduct 
bureaus, offices and workshops neces- 
sary and incidental to the activities 
of the corporation and to employ 
such persons as may be necessary to 
operate and carry on the same. 


(e) To confer a title or titles on mem- 
bers, which shall be indicative of 
membership in the corporation, and 
to issue and recall certificates of 
membership. 


(f) The corporation hereby formed shali 
have power to take and hold by be- 
quest, devise, gift, purchase, lease 
or otherwise, either absolutely or in 
trust for any of its purposes, any 
property real or personal in so far as 
the same may be held by a corpora- 
tion organized under Title 5, Chapter 
5, of the Code of the District of Co- 
lumbia, and to convey, sell or dis- 
pose of such property and to invest 
and re-invest the principal and deal 
with and expend the income there- 
from in such manner as may be 
permitted by law and as, in the 
judgment of the Trustees will best 
promote the objects for which the 
corporation is organized. 


(g) The corporation may do all and 
everything, including the making 
and carrying out of any contracts, 
necessary, suitable and proper for 
the accomplishment of any of the 
purposes and objects or the further- 
ance of any of the powers above set 
forth, and may do every other act 
or acts, thing or things, incidental or 
pertaining to or growing out of or 
connected with the aforesaid pur- 
poses or powers, or any part or parts 
mean in so far as permitted by 
aw. 











The Controller, February, 1941 








Officers and Directors 


REGULAR MEETING DATES AND SECRETARIES eoncymatanes aaeunanal 
OF CONTROLS OF ses 


President 


Members of The Controllers Institute of America are invited when travel- VERL L. ELLIOTT 
ing to visit the Controls located in the principal cities. Some variations in = Refining Company, 
meeting dates may occur. Consult the Control secretary for exact information si 2 a “i 
cs ice-Presidents 
as to both date and place. |? 
: ' Continental Illinois National Bank 
BaLtimorE—Third Wednesday ; Howard Jurgens, Sherwood Brothers, inc. 1422 and Trust Company of Chicago, 
Baltimore Trust Building, Baltimore. Chicago 
BurrALo—First Tuesday; John H. Goodwin, Jr., Columbus McKinnon Chain Cor- Epwarp V. MILLS 
poration, Fremont Street, Tonawanda, New York. Fireman’s Fund Insurance Company, 
Cu1icaGo—Fourth Tuesday; Martin Keagy, Crowe Name Plate & Manufacturing San Francisco 
Company, 3701 Ravenswood Avenue, Chicago. C. ELLis SPENCER 
CINCINNATI—Second Tuesday; Leonard C. Bernens, The Andrew Jergens Com- Crompton & Knowles Loom Works, 
pany, 2535 Spring Grove Avenue, Cincinnati. bedenanrrig’ Massachusetts 
CLEVELAND—Second Tuesday; James P. Carpenter, The Cleveland Union Stock WitrorD H. SWINNEY : 
ee eer Ok dasreaiges ; West Penn Power Co., Pittsburgh 
Yards Company, 3200 West 65th Street, Cleveland. H. P. THoanron 
CoNNECTICUT—First Wednesday; Homer T. Huffield, The Capewell Manufactur- ‘The White Motor Co., Cleveland 
ing Company, 60 Governor Street, Hartford, Connecticut. T 
DaytoN—Secona ‘hursday; E. F. Campbell, The Fyr-Fyter Company, P. O. Box iced 
983, Dayton, Ohio 0. W. Peeee : 
ee ieex E American Gas Association, New York 
Detroir—Second Wednesday; Alvin Kropf, R. L. Polk & Company, 431 Howard City 
Street, Detroit. iui Tr 
District oF CoLUMBIA—Fourth Tuesday; O. H. Ritenour, Washington Gas Light Se eee 
Company, 411 Tenth Street, N. W., Washington, D “é L. ¥. oe 
Y> : Apuestas ee ee : Colonial Optical Company, Inc., 
INDIANAPOLIS—Fourth Wednesday; Elmer C. Schwier, Indianapolis Water Com- New York City 
pany, i113 Monument Circle, indianapolis. M ‘ne Di 
KANSAS Ciry—Second Monday ; James H. Schuler, Crown Drug Company, 2110 ARTHUR s Teo — 
Central, Kansas City, Missouri. ; 
Los ANGELES—Third Thursday; Edwin E. Balling, Jr., Latchford-Marble Glass ee Directors | 
Company, P. O. Box 507, rlorence Branch, Los Angeles. = ee ond Sve 
MiLwauKEE—Fourth Tuesday; Charles NN. Burton, Oswald Jaeger Baking Com- KENNETH E. ARMSTRONG 
pany, 918 West Somers Street, Milwaukee. Marshall Field and Company, Chicago 
NEw ENGLAND—-Fourth Tuesday; John S, Learoyd, Jr., Hygrade Sylvania Corpora- FRANCIS J. BRETT 
tion, Salem, Massachusetts. Niagara Hudson Power Corporation, 
New York Ciry—tLhird Thursday; A. E. Church, Newsweek, 1270 Sixth Avenue, New York City 
New York City. WESLEY CUNNINGHAM 
PHILADELPHIA—First Thursday; Harold C. Stott, The Board of Pensions of the Gomer —, oo ie of 
Presbyterian Church in the U. S. A., Witherspoon Building, Philadelphia. pengy ig acaag lei. uaa 
i : its : S : oor: z THoMas W. DINLOCKER 
PITTSBURGH—Last Monday; R. Earl Gray, Koppers United Company, 608 Koppers S K F Industries, Inc., Philadelphia 
Building, Pittsburgh. Tuomas L. EVANS 
ROCHESTER—Last Wednesday; Thomas M. McDermott, Hickok Manufacturing Weston Electrical Instrument Corpo- 
Company, Inc., 850 St. Paul Street, Rochester. ration, Newark, New Jersey 
St. Louis—Fourth Monday; Paul L. Jacoby, Ralston Purina Company, 835 South EUGENE C. HOELZLE 
Eighth Street, St. Louis. Packard Motor Car Company, Detroit 
SAN FraNcisco—Third Thursday; Walter L. Eggert, Pacific Manifolding Book Epwarp C. Hor 
Company, Ltd.. 5701 Doyle Street, Emeryville, California. The American Brake Shoe & Foun- 


SyRACUSE—Third Monday; Francis E. Doonan, Hall & McChesney, Inc., P. O. dry Company, New York City 
EDMOND S. LA ROSE 


Box 591, Syracuse. ; 
TwIN CiT1ES—First Tuesday; Ernest C. Peterson, Brown & Bigelow, 1286 Uni- —_ a Company; 
versity Avenue, St. Paul. Oscar N. Epepant . 


Some Controls also conduct informal luncheons on a weekly or semi-monthly basis Universal Atlas Cement Company, 
New York City 


New York, Pittsburgh, District of Columbia, Dayton. Consult the Control Secretary. 
Visiting members welcome. T. C. McCoss 
: Standard Oil Company (New Jersey), 
New York City 
JOHN H. MacDoNALp 
Seek Revision of Standard by the Association. The Commissioners National Broadcasting Company, Inc., 


Form of Fire Policy were urged at that time to effect its 7 eu York City 
. . : adoption in their various states, and to - G. MICHAELS 
At a meeting of Risk Research Insti- " Spt 4 Vick Chemical Co., New York City 
tute, held November 14, there was a dis- wees anes meuiien —_— that JOHN C. NAYLOR 
cussion of proposed legislation for revi- SE eS Se ae ey ey Pet Milk Company, St. Louis 
sion of the standard fire policy. The legislation was submitted to the New Louis M. NICHOLS 
ites! Meincieiing of Reenrence Cant York State legislature last winter but no General Electric Supply Corporation, 
missioners appointed a special committee legislative action was taken because of t ———. 
a : Ree . . D. PARMELEE 
in 1935 to submit proposals for changes limited time for consideration. It will be : : : 
in its standard fire policy. The report of submitted again at the current session of ~ i alg Se te 
the New York State Legislature. 




















that committee was adopted in June 1939 
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AN EXECUTIVE’S PLACE IS 


n lop of 





ACCOUNTS RECEIVABLE 





( 


His Job... 


ro 


With Up-to-the-Minute 
Figure Facts Alwa Lys 
at His Finger Tips 














Sundstrand Model—Underwood Elliott Fisher Accounting 
Machine. With three complete lines of machines available, 
Underwood Elliott Fisher is able to recommend the type ideall) 
suited to your business. There are no makeshift applications 
of machines when you put your problems up to Underwood 
Elliott Fisher. 








UNDERWOOD-ELLIOTT 


ACCOUNTING MACHINES 





Some organizations merely KEEP books. Others USE 
them as a means of maintaining business on an even 
keel. That’s how many an executive, with the help of 
Underwood Elliott Fisher Machine Accounting, STAYS 
on top of his jos! « Underwood Elliott Fisher 
machines do a complete accounting job... take care of 
Accounts Receivable and Payable, Pay Rolls, Social 
Security records and other accounting tasks. But, be- 
yond this, they supply the executive staff with daily 
figure facts that reveal the position of the business at 
all times. e¢ All accountants are invited to telephone 
or write for full information. 


Accounting Machine Division « UNDERWOOD ELLIOTT 
FISHER COMPANY . Accounting Machines.. Typewriters... 
Adding Machines. . Carbon Paper .. Ribbons and other Supplies | 
One Park Ave., New York °* Sales and Service Everywhere 
Underwood Elliott Fisher Speeds the World’s Business 


FISHER-SUNDSTRAND 





Copyright 1939 Underwood Elliott Fisher Company 











> MACHINERY OF PRODUCTION |__|. MACHINERY 


OF CONTROL 


VITAL To THE NATION'S 
EXPANDING PRODUCTION 


FIGURES OF CONTROL 


Estimates, specifications, commit- 
ments, budgets —even before pro- 
duction starts. 


Pay checks, earnings records, and 
other labor accounting essential 
to employment. 

e 


Control records to regulate the 
flow of materials and parts to 
the scheduled rate of output. 
e 

Management figures upon which 
to base quick and sound decisions 
affecting orders, stock, production 
and shipments. 


Back of men, money and materials in an expanding 
production program—back of busy ship lanes and 
crowded rails—are the vital figure-facts that enable busy 
executives to make quick and sound decisions affect- 
ing orders, materials, production and shipments. 


For many years Burroughs has supplied industry with 
machinery of control—machines that furnish informa- 
tion and reports while they are news, not history. 


Now—when there is less time in which to achieve 
maximum production—today’s Burroughs machines 
provide the required records and figure controls in 
less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICH. 


‘Todays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 











